@Pigb 4605 Wednesday
S . r Vol. 70 No. 65 Apr. 6, 2005

Pages 17301-17582

ISUET

0

Mederal Re 0



II Federal Register/Vol. 70,

No.

65/ Wednesday, April 6, 2005

The FEDERAL REGISTER (ISSN 0097-6326) is published daily,
Monday through Friday, except official holidays, by the Office

of the Federal Register, National Archives and Records
Administration, Washington, DC 20408, under the Federal Register
Act (44 U.S.C. Ch. 15) and the regulations of the Administrative
Committee of the Federal Register (1 CFR Ch. I). The
Superintendent of Documents, U.S. Government Printing Office,
Washington, DC 20402 is the exclusive distributor of the official
edition. Periodicals postage is paid at Washington, DC.

The FEDERAL REGISTER provides a uniform system for making
available to the public regulations and legal notices issued by
Federal agencies. These include Presidential proclamations and
Executive Orders, Federal agency documents having %eneral
applicability and legal effect, documents required to be published
by act of Congress, and other Federal agency documents of public
interest.

Documents are on file for public inspection in the Office of the
Federal Register the day before they are published, unless the
issuing agency requests earlier filing. For a list of documents
currently on file for public inspection, see www.archives.gov.

The seal of the National Archives and Records Administration
authenticates the Federal Register as the official serial publication
established under the Federa? Register Act. Under 44 U.S.C. 1507,
the contents of the Federal Register shall be judicially noticed.

The Federal Register is published in paper and on 24x microfiche.
It is also available online at no charge as one of the databases
on GPO Access, a service of the U.S. Government Printing Office.

The online edition of the Federal Register www.gpoaccess.gov/
nara, available through GPO Access, 1s issued under the authority
of the Administrative Committee of the Federal Register as the
official legal equivalent of the paper and microfiche editions (44
U.S.C. 4101 and 1 CFR 5.10). It is updated by 6 a.m. each day

the Federal Register is published and includes both text and
graphics from Volume 59, Number 1 (January 2, 1994) forward.

For more information about GPO Access, contact the GPO Access
User Support Team, call toll free 1-888-293-6498; DC area 202-
512-1530; fax at 202-512-1262; or via e-mail at gpoaccess@gpo.gov.
The Support Team is available between 7:00 a.m. and 9:00 p.m.
Eastern Time, Monday-Friday, except official holidays.

The annual subscription price for the Federal Register paper
edition is $749 plus postage, or $808, plus postage, for a combined
Federal Register, Federal Register Index and List of CFR Sections
Affected (LSA) subscription; the microfiche edition of the Federal
Register including the Federal Register Index and LSA is $165,
plus postage. Six month subscriptions are available for one-half
the annual rate. The prevailing postal rates will be applied to
orders according to the delivery method requested. The price of

a single copy of the daily Federal Register, including postage,

is based on the number of pages: $11 for an issue containing

less than 200 pages; $22 for an issue containing 200 to 400 pages;
and $33 for an issue containing more than 400 pages. Single issues
of the microfiche edition may %e purchased for $3 per copy,
including postage. Remit check or money order, made payable

to the Superintendent of Documents, or charge to your GPO
Deposit Account, VISA, MasterCard, American Express, or
Discover. Mail to: New Orders, Superintendent of Documents, P.O.
Box 371954, Pittsburgh, PA 15250-7954; or call toll free 1-866-
512-1800, DC area 202-512-1800; or go to the U.S. Government
Online Bookstore site, see bookstore.gpo.gov.

There are no restrictions on the republication of material appearing
in the Federal Register.

How To Cite This Publication: Use the volume number and the
page number. Example: 70 FR 12345.

Postmaster: Send address changes to the Superintendent of
Documents, Federal Register, U.S. Government Printing Office,
Washington DC 20402, along with the entire mailing label from
the last issue received.

Printed on recycled paper.

SUBSCRIPTIONS AND COPIES

PUBLIC
Subscriptions:
Paper or fiche 202-512-1800
Assistance with public subscriptions 202-512-1806

202-512-1530; 1-888-293-6498

General online information

Single copies/back copies:
Paper or fiche

Assistance with public single copies

202-512-1800
1-866-512-1800
(Toll-Free)
FEDERAL AGENCIES
Subscriptions:
Paper or fiche
Assistance with Federal agency subscriptions

202-741-6005
202-741-6005

FEDERAL REGISTER WORKSHOP
THE FEDERAL REGISTER: WHAT IT IS AND HOW TO USE IT

FOR: Any person who uses the Federal Register and Code of
Federal Regulations.

‘WHO: Sponsored by the Office of the Federal Register.

WHAT: Free public briefings (approximately 3 hours) to present:
1. The regulatory process, with a focus on the Federal
Register system and the public’s role in the development
of regulations.

2. The relationship between the Federal Register and
Code of Federal Regulations.

3. The important elements of typical Federal Register doc-
uments.

4. An introduction to the finding aids of the FR/CFR sys-
tem.

WHY: To provide the public with access to information nec-
essary to research Federal agency regulations which di-
rectly affect them. There will be no discussion of specific
agency regulations.

‘WHEN: Tuesday, April 19, 2005

9:00 a.m.-Noon

WHERE: Office of the Federal Register
Conference Room, Suite 700
800 North Capitol Street
‘Washington, DC 20002

RESERVATIONS: (202) 741-6008




11

Contents

Federal Register
Vol. 70, No. 65

Wednesday, April 6, 2005

Agriculture Department

See Forest Service

NOTICES

Agency information collection activities; proposals,
submissions, and approvals, 17402

Children and Families Administration
NOTICES
Meetings:
People with Intellectual Disabilities, President’s
Committee, 17459

Coast Guard
NOTICES
Meetings:
Chemical Transportation Advisory Committee, 17460—
17461

Commerce Department
See International Trade Administration
See National Oceanic and Atmospheric Administration

Commodity Futures Trading Commission

NOTICES

Comimittees; establishment, renewal, termination, etc.:
Agricultural Advisory Committee, 17418

Consumer Product Safety Commission
NOTICES
Settlement agreements:
Hamilton Beach/Proctor-Silex, Inc., 17418-17420

Copyright Office, Library of Congress
RULES
Copyright Arbitration Royalty Panel rules and procedures:
Secondary transmissions by satellite carriers; royalty fee
adjustment, 17320-17321

Defense Department
See Uniformed Services University of the Health Sciences
NOTICES
Meetings:
Sexual Harassment and Violence at the Military Service
Academies Task Force, 17420-17421

Drug Enforcement Administration

NOTICES

Applications, hearings, determinations, etc.:
Aldrich Chemical Co. Inc., 17470-17471
Cambrex Charles City, Inc., 17471
Chattem Chemicals Inc., 17471
Chattem Chemicals Inc.; correction, 17471
Dade Behring Inc.; correction, 17471-17472
ISP Freetown Fine Chemicals, 17472
JFC Technologies, LLC, 17472
Organichem Corp.; correction, 17472
Penick Corp., 17472-17473
Polaroid Corp., 17473
Siegfried (USA), Inc.; correction, 17473
Sigma Aldrich Co., 17473-17474
Stepan Co., 17474
Varian, Inc., 1747417475

Education Department
NOTICES
Grants and cooperative agreements; availability, etc.:
Postsecondary education—
Quality Assurance Program, 17421-17422
Safe and Drug-Free Schools Programs—
Integration of schools and mental health systems,
17422-17425
Special education and rehabilitative services—
Disability and Rehabilitation Research Projects and
Centers Program, 17426-17427
Parents of Children with Disabilities Program, 17428—
17436

Election Assistance Commission
NOTICES
Meetings; Sunshine Act, 17436-17437

Employee Benefits Security Administration
NOTICES
Agency information collection activities; proposals,
submissions, and approvals, 17475-17476
Employee benefit plans; individual exemptions:
Voluntary Fiduciary Correction Program, 17476—17479
Employee Retirement Income Security Act:
Voluntary Fiduciary Correction Program, 17515-17547

Energy Department
See Federal Energy Regulatory Commission
NOTICES
Meetings:
Environmental Management Site-Specific Advisory
Board—
Handford Site, WA, 17437
Patent licenses; non-exclusive, exclusive, or partially
exclusive:
HydroGen llc, 17437-17438

Environmental Protection Agency
RULES
Air quality implementation plans; approval and
promulgation; various States:
Texas, 17321-17323
Pesticide programs:
Plant incorporated protectorants; procedures and
requirements—
Bacillus thuringiensis modified Cry3A protein, 17323—
17327
NOTICES
Agency information collection activities; proposals,
submissions, and approvals, 17444—-17447
Meetings:
National Drinking Water Advisory Council, 17447
Pesticide programs:
Risk assessments—
Fluometuron, 17447—-17450
Pesticide registration, cancellation, etc.:
Innolytics, LLC, 17450-17452
Toxic and hazardous substances control:
New chemicals—
Test marketing exemption approvals, 17452-17453



v Federal Register/Vol. 70, No. 65/ Wednesday, April 6, 2005/ Contents

Executive Office of the President
See Presidential Documents
See Trade Representative, Office of United States

Federal Aviation Administration
RULES
Airworthiness directives:
Hartzell Propeller Inc., 17315-17317
McDonnell Douglas, 17312-17315
Standard instrument approach procedures, 17318-17319
PROPOSED RULES
Airworthiness directives:
Airbus, 17340-17342, 17347-17349, 17351-17353
BAE Systems (Operations) Ltd., 17373-17375
Bombardier, 17354—-17356, 17377—-17381
Dornier, 17357-17359, 17370-17373
Fokker, 17342-17347, 1737517377
Goodrich De-icing and Specialty Systems, 17361-17366
Learjet, 17349-17351
McDonnell Douglas, 17353—-17354
MT-Propeller Entwicklung GmbH, 17359-17361
Teledyne Continental Motors, 17366—-17368

Turbomeca S.A., 17368—17370
NOTICES

Exemption petitions; summary and disposition, 17503—
17504

Federal Communications Commission
RULES
Common carrier services:

Individuals with hearing and speech disabilities;
telecommunications relay and speech-to-speech
services, 17330-17334

Radio frequency devices:

Unlicensed devices operating in 5 GHz band, 17328-

17330
Radio services, special:
Private land mobile services—
800 MHz band; public safety interference proceeding,
17327-17328
Radio stations; table of assignments:
Colorado and Wyoming, 17334-17335
PROPOSED RULES
Radio stations; table of assignments:

California, 17384—17385

Florida, 17382-17383

North Carolina, 17383-17384

Texas, 17384

Various States, 17381-17382

NOTICES

Agency information collection activities; proposals,
submissions, and approvals, 17453—17457

Common carrier services:

Payphone providers; end user common line procedures,
17457-17458

Rulemaking proceedings; petitions filed, granted, denied,
etc., 17458

Federal Deposit Insurance Corporation

RULES

International banking regulations; activities of insured state
nonmember banks operating in foreign countries and
insured U.S. branches of foreign banks, 17549-17572

Federal Energy Regulatory Commission
NOTICES
Electric rate and corporate regulation filings, 17440-17443
Environmental statements; availability, etc.:
NorQuest Seafoods, Inc., 17443—17444

Applications, hearings, determinations, etc.:
Algonquin Gas Transmission, LLC, 17438
Dominion Transmission, Inc., 17438
Dow Pipeline Co., 17438—-17439
El Paso Natural Gas Co., 17439
Pataula Electric Membership Corp., 17439
Tennessee Gas Pipeline Co., 17440
Texas Eastern Transmission, LP, 17440

Federal Housing Enterprise Oversight Office
RULES
Safety and soundness:

Federal Home Loan Mortgage Corporation (Freddie Mac)
and Federal National Mortgage Association (Fannie
Mae)—

Corporate governance standards, 17303—17312

Federal Maritime Commission
NOTICES
Agreements filed, etc., 17458-17459

Federal Motor Carrier Safety Administration
NOTICES
Motor carrier safety standards:
Driver qualifications—
Barron, Edmund J., et al.; vision requirement
exemption applications, 17504-17507

Fish and Wildlife Service
PROPOSED RULES
Migratory bird hunting:
Alaska; spring/summer subsistence harvest regulations,
17573-17582

Food and Drug Administration
RULES
Animal drugs, feeds, and related products:
Sponsor name and address changes—
Virbac AH, Inc., 17319

Forest Service
NOTICES
Appealable decisions, legal notice:
Intermountain Region, 17402—17404
Environmental statements; notice of intent:
Lolo National Forest, MT, 17404—17405
Meetings:
Intergovernmental Advisory Committee, 17405
Land Between The Lakes Advisory Board, 17405
Resource Advisory Committees—
Shasta County, 17405
Trinity County, 17405

Health and Human Services Department
See Children and Families Administration
See Food and Drug Administration

Homeland Security Department
See Coast Guard
NOTICES
Meetings:
Telecommunications Service Priority System Oversight
Committee, 17459-17460

Housing and Urban Development Department
See Federal Housing Enterprise Oversight Office



Federal Register/Vol. 70, No. 65/ Wednesday, April 6, 2005/ Contents

Indian Affairs Bureau
NOTICES
Environmental statements; notice of intent:

North Fork Rancheria of Mono Indians, Madera County,
CA; trust acquisition and hotel/casino project;
correction, 17461

Tribal-State Compacts approval; Class III (casino) gambling:

Tonkawa Tribe, OK, 17461

Interior Department

See Fish and Wildlife Service

See Indian Affairs Bureau

See Land Management Bureau
See Minerals Management Service
See National Park Service

Internal Revenue Service
NOTICES
Agency information collection activities; proposals,
submissions, and approvals, 17510-17513
Inflation adjustment factor and reference prices:
Nonconventional source fuel credit, 17513

International Trade Administration
NOTICES
Antidumping:
Hot rolled flat rolled carbon quality steel products from—
Brazil, 17406-17411
Stainless steel bar from—
France, 17411-17417

International Trade Commission
NOTICES
Import investigations:
Artists’ canvas from—
China, 17467-17468
Encapsulated integrated circuit devices and products,
17468

Justice Department
See Drug Enforcement Administration
NOTICES
Pollution control; consent judgments:
Boise Cascade Corp., et al., 17468-17469
Marathon Oil Co., et al., 17469
Morning Star Mine Site, 17469-17470
Parker Hannifin Corp. and Central Sprinkler Corp., 17470

Labor Department
See Employee Benefits Security Administration

Land Management Bureau

NOTICES

Agency information collection activities; proposals,
submissions, and approvals, 17461-17463

Library of Congress
See Copyright Office, Library of Congress

Minerals Management Service
NOTICES
Meetings:
Outer Continental Shelf Scientific Committee, 17463

National Aeronautics and Space Administration
NOTICES
Meetings:

Financial Audit Committee, 17479-17480

National Archives and Records Administration
NOTICES
Agency records schedules; availability, 17480-17481

National Oceanic and Atmospheric Administration
PROPOSED RULES
Endangered and threatened species:
Status review—
North American green sturgeon; southern distinct
population, 17386-17401
Fishery conservation and management:
Caribbean, Gulf, and South Atlantic fisheries—
Gulf of Mexico reef fish, 17401
NOTICES
Meetings:
Pacific Fishery Management Council, 17417-17418

National Park Service
NOTICES
Boundary establishment, descriptions, etc.:
Indiana Dunes National Lakeshore, IN, 17464
Environmental statements; record of decision:
Rio Grande Wild and Scenic River, TX; general
management plan, 17464
Meetings:
Chesapeake and Ohio Canal National Historical Park
Advisory Commission, 17464-17465
Flight 93 National Memorial Advisory Commission,
17465
National Register of Historic Places:
Pending nominations, 17465-17466
Reports and guidance documents; availability, etc.:
Compliance with the Native American Graves Protection
and Repatriation Act by National Park Service offices
and units, 17466—17467

National Science Foundation
NOTICES
Meetings:
Engineering Advisory Committee, 17481-17482

Nuclear Regulatory Commission

NOTICES

Applications, hearings, determinations, etc.:
Nuclear Management Co., LLC, 17482

Office of Federal Housing Enterprise Oversight
See Federal Housing Enterprise Oversight Office

Office of United States Trade Representative
See Trade Representative, Office of United States

Overseas Private Investment Corporation
NOTICES
Meetings; Sunshine Act, 17482

Pipeline and Hazardous Materials Safety Administration
PROPOSED RULES
Hazardous materials:
Hazardous materials transportation—
Hazardous waste manifest requirements; withdrawn,
17385-17386
NOTICES
Hazardous materials:
Applications; exemptions, renewals, etc., 17507—17509
Pipeline safety:
Advisory bulletins—
Strapping table calibration for pipeline breakout tank
operators, 17509



VI Federal Register/Vol. 70, No. 65/ Wednesday, April 6, 2005/ Contents

Waiver petition—
Enstar Natural Gas Co., 17509-17510

Presidential Documents
PROCLAMATIONS
Special observances:
Honoring the memory of Pope John Paul II (Proc. 7881),
17301

Securities and Exchange Commission

NOTICES

Public utility holding company filings, 17482—-17483

Self-regulatory organizations; proposed rule changes:
International Securities Exchange, Inc., 17484—17489
National Association of Securities Dealers, Inc., 17489—

17494

National Securities Clearing Corp., 17494—-17495
Philadelphia Stock Exchange, Inc., 17495-17498

State Department

NOTICES

Agency information collection activities; proposals,

submissions, and approvals, 17498
Reports and guidance documents; availability, etc.:
Diplomatic Security Service; exercise of law enforcement

authorities by special agents; guidelines, 17498—
17499

Surface Transportation Board
RULES
Fees:
Licensing and related services; 2005 update, 17335—
17339

Trade Representative, Office of United States
NOTICES
Generalized System of Preferences:

2004 annual products review, 17499-17501

Transportation Department

See Federal Aviation Administration

See Federal Motor Carrier Safety Administration

See Pipeline and Hazardous Materials Safety
Administration

See Surface Transportation Board
NOTICES

Aviation proceedings:
Agreements filed; weekly receipts, 17501-17502

Certificates of public convenience and necessity and
foreign air carrier permits; weekly applications,
17502

Meetings:
Regulatory review, 17502—-17503

Treasury Department
See Internal Revenue Service

Uniformed Services University of the Health Sciences
NOTICES
Meetings; Sunshine Act, 17421

Veterans Affairs Department
NOTICES
Meetings:
CARES Business Plan Studies Advisory Committee,
17513

Separate Parts In This Issue

Part Il
Labor Department, Employee Benefits Security
Administration, 17515-17547

Part lll
Federal Deposit Insurance Corporation, 1754917572

Part IV
Interior Department, Fish and Wildlife Service, 17573—
17582

Reader Aids

Consult the Reader Aids section at the end of this issue for
phone numbers, online resources, finding aids, reminders,
and notice of recently enacted public laws.

To subscribe to the Federal Register Table of Contents
LISTSERYV electronic mailing list, go to http://
listserv.access.gpo.gov and select Online mailing list
archives, FEDREGTOC-L, Join or leave the list (or change
settings); then follow the instructions.



Federal Register/Vol. 70, No. 65/ Wednesday, April 6, 2005/ Contents VII

CFR PARTS AFFECTED IN THIS ISSUE

A cumulative list of the parts affected this month can be found in the
Reader Aids section at the end of this issue.

3 CFR
Proclamations:

14 CFR

39 (2 documents) ........... 17312,
17315

97 e 17318

Proposed Rules:

39 (17 documents) ......... 17340,

17342, 17345, 17347, 17349,
17351, 173583, 17354, 17357,
17359, 17361, 17366, 17368,
17370, 17373, 17375, 17377

21 CFR

Proposed Rules:
73 (5 documents) ........... 17381,
17382, 17383, 17384

49 CFR
1002, 17335
Proposed Rules

172 e 17385

50 CFR




17301

Federal Register
Vol. 70, No. 65

Wednesday, April 6, 2005

Presidential Documents

Title 3—

The President

[FR Doc. 05-6992
Filed 4-5-05; 8:45 am]
Billing code 3195-01-P

Proclamation 7881 of April 2, 2005

Honoring the Memory of Pope John Paul II

By the President of the United States of America

A Proclamation

As a mark of respect for His Holiness Pope John Paul II, I hereby order,
by the authority vested in me by the Constitution and laws of the United
States of America, that the flag of the United States shall be flown at
half-staff at the White House and on all public buildings and grounds,
at all military posts and naval stations, and on all naval vessels of the
Federal Government in the District of Columbia and throughout the United
States and its Territories and possessions until sunset on the day of his
interment. I also direct that the flag shall be flown at half-staff for the
same period at all United States embassies, legations, consular offices, and
other facilities abroad, including all military facilities and naval vessels
and stations.

IN WITNESS WHEREQOF, I have hereunto set my hand this second day
of April, in the year of our Lord two thousand five, and of the Independence
of the United States of America the two hundred and twenty-ninth.

~ /



17303

Rules and Regulations

Federal Register
Vol. 70, No. 65

Wednesday, April 6, 2005

This section of the FEDERAL REGISTER
contains regulatory documents having general
applicability and legal effect, most of which
are keyed to and codified in the Code of
Federal Regulations, which is published under
50 titles pursuant to 44 U.S.C. 1510.

The Code of Federal Regulations is sold by
the Superintendent of Documents. Prices of
new books are listed in the first FEDERAL
REGISTER issue of each week.

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Office of Federal Housing Enterprise
Oversight

12 CFR Part 1710

RIN 2550-AA24

Corporate Governance

AGENCY: Office of Federal Housing
Enterprise Oversight, HUD.

ACTION: Final amendments.

SUMMARY: The Office of Federal Housing
Enterprise Oversight (OFHEQ) is issuing
amendments to its corporate governance
regulation establishing corporate
governance standards applicable to the
Federal National Mortgage Association
and the Federal Home Loan Mortgage
Corporation in order to further promote
the safety and soundness of their
operations.

DATES: Effective June 6, 2005.

FOR FURTHER INFORMATION CONTACT:
Isabella W. Sammons, Associate General
Counsel, telephone (202) 414-3790 (not
a toll-free number); Office of Federal
Housing Enterprise Oversight, Fourth
Floor, 1700 G Street, NW., Washington,
DC 20552. The telephone number for
the Telecommunications Device for the
Deaf is (800) 877-8339.

SUPPLEMENTARY INFORMATION:

Background

Title XIII of the Housing and
Community Development Act of 1992,
Pub. L. 102-550, titled the Federal
Housing Enterprises Financial Safety
and Soundness Act of 1992 (Act) (12
U.S.C. 4501 et seq.) established OFHEO
as an independent office within the
Department of Housing and Urban
Development to ensure that the Federal
National Mortgage Association (Fannie
Mae) and the Federal Home Loan
Mortgage Corporation (Freddie Mac)

(collectively, the Enterprises or
government sponsored enterprises) are
adequately capitalized and operate
safely and soundly in compliance with
applicable laws, rules, and regulations.

In furtherance of its supervisory
responsibilities, in 2002, OFHEO
published a final corporate governance
regulation, taking into consideration
comments filed in response to an earlier
proposed regulation.® The corporate
governance regulation sets forth
standards with respect to corporate
governance practices and procedures of
the Enterprises. It establishes a
framework for corporate governance
addressing applicable law, requirements
and responsibilities of the board of
directors and board committees,
conflict-of-interest standards, and
indemnification. As a result of findings
and recommendations contained in the
Report of the Special Examination of
Freddie Mac 2 (Report of
Special Examination), and based on the
experience of OFHEO supervising the
activities of the Enterprises, as well as
developments in law, OFHEO is
amending the corporate governance
regulation within this framework.

On June 7, 2003, the Director of
OFHEO ordered a special examination
of the events leading to the public
announcement by Freddie Mac of an
audit of prior year financial statements
and the termination, resignation, and
retirement of three principal executive
officers of Freddie Mac. The Report of
Special Examination found that “[t]he
accounting and management problems
of Freddie Mac were largely the product
of a corporate culture that demanded
steady but rapid growth in profits and
focused on management of credit and
interest rate risks but neglected key
elements of the infrastructure of the
enterprise needed to support growth.” 3
The Report of Special Examination,
among other things, made specific
recommendations with respect to
practices in corporate governance that
Freddie Mac should follow and that
OFHEO should require.# For example,
included are recommendations that
functions of the chief executive officer

112 CFR Part 1710, 67 FR 38361 (June 4, 2002).

20OFHEQO, Report of the Special Examination of
Freddie Mac (Dec. 2003) (Report of Special
Examination), which may be found at http://
www.ofheo.gov/media/pdf/
specialreport122003.pdf.

31d., at 4 (footnote omitted).

4Id., at 163-171.

and the chairperson of the board of
directors should be separated; board
members should become more actively
involved in the oversight of the
Enterprise; adequate and appropriate
information should be provided to the
board of directors; financial incentives
for board members, executive officers,
and employees should be developed
based on long-term goals, not short-term
earnings; strict term limits should be
placed on board members; firms that
audit the Enterprises, not merely the
audit partners, should be changed
periodically; and formal compliance
and risk management programs should
be established. A Consent Order, issued
by OFHEO to Freddie Mac on December
9, 2003, required Freddie Mac to
implement certain corporate governance
practices that were recommended in the
Report of Special Examination, as well
as other remedial steps.5

Through ongoing oversight and
supervision of both Enterprises and its
special examinations, OFHEO has
gained insights as to the need for
enhancements or adjustments in the
existing corporate governance standards
for both Enterprises. Thus, OFHEO
proposed to add prudential
requirements to its corporate
governance regulation that would have
general applicability consistent with the
practices recommended or required by
the Report of Special Examination or
the Consent Order.

OFHEO also notes that the Enterprises
are privately owned but federally
chartered companies. Created by
Congress to facilitate liquidity and
stability in mortgage markets and to
advance affordable housing, they
receive in exchange special benefits
from their Government sponsorship
which makes them unlike many other
large financial institutions in some
significant respects. Since their creation,
the Enterprises have grown to become
two of the largest and highly leveraged
financial companies in the world in
terms of assets, and together they
control a majority share of the
secondary market for conforming
mortgages. Yet they are relatively small
in terms of their total numbers of
employees, and have a unique board

5 OFHEO Order No. 2003-02, “Consent Order, In
the Matter of the Federal Home Loan Mortgage
Corporation” (Dec. 9, 2003) (Consent Order), which
may be found at http://www.ofheo.gov/media/pdf/
consentorder12903.pdyf.
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structure, public mission and regulatory
framework. In addition, due to their
Government sponsorship, the
Enterprises are not as susceptible to
some forms of market and management
discipline. These distinctive
characteristics also played a large part
in the determination that Fannie Mae
and Freddie Mac should adhere to
certain policies that may not be
applicable to other companies.

With respect to other developments,
the New York Stock Exchange(NYSE)
issued amendments to its corporate
governance rules that are applicable to
companies listed on the NYSE,
including the listed Enterprises.® In
addition, Congress passed the Sarbanes-
Oxley Act of 2002 (SOA),” which
contains corporate governance
requirements, and the U.S. Securities
and Exchange Commission
(Commission) issued regulations to
implement the SOA. Fannie Mae
voluntarily registered its common stock
with the Commission effective March
31, 2003; Freddie Mac announced its
intention to register.®

Since registration, Fannie Mae files
periodic financial disclosures with the
Commission as required by the
Securities Exchange Act of 1934 and is
subject to the requirements of the SOA
and implementing rules and regulations
of the Commission.?® Upon registration,
Freddie Mac will be subject to the same
requirements. To help meet its statutory
responsibilities, OFHEO intends to
ensure that such requirements and
implementing rules and regulations are
or remain applicable to the Enterprises
even if Freddie Mac does not register
with the Commission or if one or both
Enterprises deregister. In connection
with any conduct regulated by the
Commission, OFHEO would look to any

6 Final NYSE Corporate Governance Rules (Nov.
4, 2003), Section 303A. The NYSE final Corporate
Governance Rules may be found at http://
www.nyse.com. Note that except for final NYSE rule
Section 303A.08, which became effective June 30,
2003, listed companies have until the earlier of
their first annual meeting after January 15, 2004, or
October 31, 2004, to comply with the new rules.
The Enterprises are companies listed on the NYSE.
As listed companies, the rules of the NYSE,
including those addressing corporate governance,
are applicable to the Enterprises.

7Pub. L. 107-204 (Jul. 30, 2002).

8 See http://www.fanniemae.com/ir/sec/
index.jtml?s=SEC+filings for Fannie Mae and
http://www.freddiemac.com/news/archives/
investors/2003/restatement_112103.html for
Freddie Mac.

9 The existing corporate governance regulation
provides that the corporate governance practices
and procedures of an Enterprise must comply with
its respective chartering act and other Federal law,
rules, and regulations, and that the practices and
procedures must be consistent with the safe and
sound operations of the Enterprise. 12 CFR
1710.10(a), 67 FR 38361, 38370 (Jun. 4, 2002).

rules, regulations, and interpretations
issued by the Commission and its
requirements. OFHEO may initiate an
enforcement action in the area of
Enterprise corporate governance in
response to a violation of its corporate
governance regulation, including
behavior that violates laws or
requirements set forth therein.

Comments Received

The proposed amendments were
published on April 12, 2004 (69 FR
19126). OFHEO received comments
from 19 commenters as follows: (1) An
individual shareholder of an Enterprise;
(2) an individual; (3) Ernst & Young, an
accounting firm; (4) America’s
Community Bankers, a trade association
representing community banks; (5)
National Association of Corporate
Directors, an educational, publishing,
and research organization on board
leadership and a membership
association for boards, directors,
director candidates, and board advisers;
(6) PriceWaterhouseCoopers, an
accounting firm; (7) Business
Roundtable, an association of chief
executive officers of corporations; (8)
Chamber of Commerce, a business
federation; (9) American Institute of
Certified Public Accountants, a
professional association of certified
public accountants; (10) KPMG, an
accounting firm; (11) Deloitte & Touche,
an accounting firm; (12) Freddie Mac;
(13) Consumer Mortgage Coalition, a
trade association of national mortgage
lenders, servicers, and service
providers; (14) an individual, Dean’s
Professor of Financial Regulatory Policy,
University of Massachusetts-Amherst;
(15) Nominating and Corporate
Governance Committee of Fannie Mae;
(16) FM Policy Focus, a coalition of six
financial services and housing related
trade associations; (17) Independent
Community Bankers of America, a trade
association of community banks; (18)
Mortgage Insurance Companies of
America, a trade association
representing the private mortgage
insurance industry; and, (19) Fannie
Mae.

Response to Comments
Board of Directors (§ 1710.11)

OFHEOQ proposed a section that
would add requirements and
consolidate existing requirements
relating to the board of directors of an
Enterprise. OFHEO carefully considered
the comments provided.

Separate Chairperson/Chief Executive
Officer (§ 1710.11(a)(1))

One provision would require an
Enterprise to prohibit the chairperson of
the board from also serving as chief
executive officer of the Enterprise. Often
drawing on the experience and
circumstances of non-government
sponsored companies, many
commenters urged that OFHEO leave
this matter to the determination of the
board of directors or suggested that a
separate chairperson and chief
executive officer is not in the best
interests of the shareholders. The
commenters who urged such a result
did not focus on the impact of the
unique characteristics of the
Enterprises, such as their size, public
mission, insulation from full market
discipline and distinct board structure—
characteristics that counsel against the
concentration of power in a single
chairperson/chief executive officer.
Likewise, commenters did not make a
substantial case for disregarding the
lessons learned in the special
examination of Freddie Mac about the
risks of consolidating the chairperson
and chief executive officer positions.

OFHEO believes that separating the
functions of chairperson and chief
executive officer is prudent for safe and
sound operations of the Enterprises
because it strengthens board
independence and oversight of
management on behalf of shareholders
consistent with the public mission of
the Enterprises. Separating the role of
chief executive officer would similarly
clarify the role and responsibility of the
individual charged with leading each
Enterprise’s management team.©
OFHEO recognizes that this is a
different standard than is required of
many other private corporations but it is
appropriate for the Enterprises not only
because of their government
sponsorship, but also in light of the
recent experience at Freddie Mac and
the experience of OFHEO supervising
both Enterprises. In the case of Freddie
Mac, an earlier separation of the two
roles could have caused the board to
provide stronger independent guidance
to management and identify problems
sooner. OFHEOQ believes that a
separation of the chairperson and the

10 See Report of Special Examination, supra note
2, at 164. The concept of a non-executive chairman
has support in recent discussions on improvements
to corporate governance. For example, see General
Accounting Office, Testimony of Comptroller
General Walker before Senate Banking Committee,
Government-Sponsored Enterprises: A Framework
for Strengthening GSE Governance and Oversight,
GAO-04-269T (February 10, 2004) (calling for
separation of Chairman and CEO positions at
Fannie Mae and Freddie Mac).
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chief executive officer functions would
enhance the effectiveness of changes
being proposed in requirements for the
boards of directors to meet their
obligations and would promote the
public interest in the safety and
soundness of the Enterprises. Comments
that this would limit the flexibility of
the board to structure the company or
limit corporate flexibility in general do
not overcome the concern that OFHEO
expressed for the benefits resulting from
greater independence of the board and
stronger oversight of these government
sponsored enterprises.

OFHEO notes with approval that each
Enterprise has now formally agreed to
separate the positions of chairperson of
the board and chief executive officer.
Accordingly, the provision is not
included in the final regulation at this
time.

Term and Age Limits (§1710.11(a)(2))

A requirement that would limit the
service of a board member to no more
than 10 years or past the age of 72,
whichever comes first, was proposed by
OFHEO. One commenter approved of
the limits, some commenters
disapproved of the limits as
undermining board leadership, and
other commenters recommended
transition periods or the ability to seek
a waiver. Another commenter requested
clarification that the age and term limits
be applied as of the date of the meeting
of the shareholders.

OFHEO found that a limit on years of
service and age for the board members
promotes an appropriate level of
functioning of the board, strengthens the
diversity and expertise of the board, and
enhances its ability to respond to the
unique, but constantly evolving
business environment in which each
Enterprise operates.! Overall, OFHEO
determined that the potential loss of
familiarity with the company and the
possibility of having an experienced
board member leave due to a fixed term
based on age or years of service were
outweighed by the experience of
OFHEO supervising both Enterprises
and the possibility of an entrenched
board’s failing to oversee adequately the
company.

In response to comments, OFHEO is
making changes to the provision to
clarify that a board member who meets
the age and term limits as of the date of
his or her election or appointment may
serve his or her full term. In addition,
express language has been added to

11 Report of Special Examination, supra note 2, at
166. An age limit and term limit will work well in
tandem and have been part of Enterprise bylaws in
one form or another.

provide for a waiver by the Director, for
good cause consistent with the
supervisory responsibilities of OFHEO.

Independence of Board Members
(§1710.11(a)(3))

OFHEO proposed that a majority of
the seated board members of an
Enterprise be independent under the
rules of the NYSE.12 OFHEO makes no
distinction between those board
members who are elected by
shareholders and those who are
appointed by the President. Thus, if one
or more vacancies exist on a board
among either elected or appointed
shareholders, a majority of seated board
members is required.

One commenter recommended that
OFHEO should supplement the NYSE
standards with additional standards.
OFHEO determined that the NYSE rule
appropriately covers what constitutes
independence. As expressly provided
by proposed §1710.30, discussed below,
OFHEO has the authority to provide for
a different definition of the term
“independent board member” or to
provide additional guidance covering
general or specific circumstances, if
necessary in light of the special
characteristics of the two Enterprises,
including but not limited to
circumstances where a board member
has prior affiliation with an accounting
firm currently serving as auditor of the
Enterprise.

Another commenter recommended
that the independence standard apply to
all board members. Section
1710.11(a)(3), as proposed, does not
differentiate between elected and
presidentially-appointed board
members. It was also requested that the
provision reflect that the NYSE rules
apply as changed from time to time by
the NYSE. A technical revision has been
made to the provision expressly to
address this point. Finally, one
commenter recommended that the term
“seated”” be defined. The term is
intended to encompass those elected or
appointed board members who serve on
the board; OFHEO, however, does not
believe it useful at this time to define
further the term in the regulation.

Frequency of Meetings (§ 1710.11(b)(1))

The proposal would require that the
board of directors of an Enterprise meet
at least twice a quarter to carry out its
obligations and duties under applicable
laws, rules, regulations, and guidelines.
One commenter supported the
frequency requirement while another
commenter suggested that this
requirement amounts to

12 Final NYSE rule Section 303A.

micromanagement of the Enterprises.
Other commenters suggested that
requiring eight meetings a year, with at
least one each calendar quarter was
more appropriate. Another commenter
suggested that the number of meetings
be set in the aggregate, but the board be
permitted to schedule meetings in such
quarters as the board would determine.
OFHEO determined that the number of
meetings is reasonable and that
spreading them over the course of the
fiscal year is prudent.

Given the special nature of the
Enterprises and the oversight required,
OFHEO disagrees that the frequency
requirement amounts to
micromanagement or that requiring
eight meetings a year is inappropriate.
Meetings must be frequent enough to
ensure that the board of directors can
exercise adequate oversight of
management. OFHEO determined in its
review of Freddie Mac that the meetings
of the board of directors were too
infrequent to address the issues
presented by the company, given its
status, size, and complexity. OFHEO
determined that to provide flexibility
and to avoid practical issues such as
requests for waivers and related
procedural matters, the proposal would
be adopted with the deletion of the
requirement that two meetings occur per
quarter. OFHEO has determined that the
board of directors should meet no less
than eight times a year and no less than
once a calendar quarter.

Non-Management Board Meetings,
Quorum of Board of Directors, Proxies

(§1710.11(b)(2) and (3))

OFHEO received supporting
comments on the provisions of
§1710.11(b)(2) and (3) and has issued
them without change. The provisions
require that the non-management
directors of an Enterprise meet at
regularly scheduled executive sessions
without management participation in
order to promote open discussion.!3
They also consolidate without
substantive change the existing
requirements of the current OFHEO
corporate governance regulation with
respect to the constitution of a quorum
of the board of directors and the
prohibition against a board member
voting by proxy.

Information (§1710.11(b)(4))

As proposed, § 1710.11(b)(4) would
require that management of an
Enterprise provide board members with
information that is adequate and
appropriate considering what a

13 For reference, see final NYSE rule Section
303A.03.
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reasonable board member would find
important to the fulfillment of his or her
fiduciary duties and obligations to the
Enterprise.* One commenter supported
this requirement, while another
recommended that it be limited to that
information consistent with the
requirements of the selected corporate
governance law of the Enterprise. It
would not be useful to limit information
required by the selected corporate
governance law because, unlike board
members of state-chartered
corporations, board members of the
Enterprises have specific obligations set
forth in the corporate governance
regulation that may require additional
information to fulfill such obligations.
Therefore, OFHEO has determined not
to limit the provision as requested and
is adopting the provision as proposed.

Annual Review (§1710.11(b)(5))

The proposal would require, at least
annually, that the Enterprise board of
directors review requirements of laws,
rules, regulations, and guidelines that
are applicable to its activities and
duties, with appropriate professional
assistance.'> One commenter
recommended that the annual review be
expanded to include an annual review
of the effectiveness of the corporate
governance system. OFHEO has
determined not to adopt that
recommendation in the context of
review of the Enterprise board of
director activities and duties. The
provision is being adopted as proposed.

Committees of Board of Directors
(§1710.12)

OFHEO proposed to add a
requirement to § 1710.11, redesignated
as §1710.12, that a committee of the
board of directors of an Enterprise meet
as frequently as necessary to carry out
its obligations and duties and to
exercise adequate oversight of
management.16

The current corporate governance
regulation requires that an Enterprise
establish audit and compensation
committees of the board of directors.
OFHEO proposed to add a requirement
that an Enterprise establish a
nominating/corporate governance
committee consistent with appropriate
application of the final NYSE rules 17
and that the committees of the board of

14 See Report of Special Examination, supra note
2 at 166.

15 See Consent Order, supra note 5 at Art. II, Para.
10.

16 See Report of Special Examination, supra note
2 at 166, (discussing frequency of meetings).

17 Final NYSE rule Section 303A.04.

directors comply with NYSE rules.18
The NYSE rules address, among other
things, the independence of audit
committee members; the responsibility
of the audit committee to select and
oversee the issuer’s independent
accountant; procedures for handling
complaints regarding the issuer’s
accounting practices; the authority of
the audit committee to engage advisors;
and, funding for the independent
auditor and any outside advisors
engaged by the audit committee.

As proposed, the amended section
also would require that Enterprise audit
committees comply with the
requirements set forth in section 301 of
the SOA, which address, among other
things, audit committee responsibilities,
independence, establishment of
complaint procedures, and authority to
engage advisers, as well as adequate
funding of the committee. The reference
to the SOA and the final NYSE rules
would not restrict the authority of
OFHEO to mandate additional
requirements appropriate to the
Enterprises” situations and their
oversight, as provided under § 1710.30.

OFHEO received one comment on this
section that recommended that the
provision should be made co-extensive
with the corresponding NYSE rules
issued pursuant to the SOA, which are
incorporated by reference, as those rules
may be interpreted or changed from
time to time by the responsible bodies.
OFHEO has determined that the section,
as proposed, has incorporated by
reference the appropriate NYSE and
SOA section and that, as appropriate,
OFHEO would look to the NYSE
interpretation of the NYSE rules in
determining whether an Enterprise was
in compliance with this section. OFHEO
has determined that it is unnecessary to
state this in the section and §1710.12 is
adopted as proposed.

Compensation of Board Members,
Executive Officers, and Employees
(§1710.13)

OFHEO proposed to amend § 1710.12,
redesignated as § 1710.13, by adding
language that would prohibit
compensation in excess of what is
appropriate for these government
sponsored enterprises, in addition to
what is reasonable (as the section
currently reads) and consistent with
long-term goals that are addressed in the
proposed language of the section.

18 See final NYSE rules Section 303A.06 and .07.

The final NYSE rule Section 303A.06 requires with
respect to the audit committee that listed
companies must have an audit committee that
satisfies the requirements of Rule 10A-3 under the
Securities ExchangeAct of 1934.

Two commenters objected to the word
“appropriate” in that it is not contained
in 12 U.S.C. 4518, the statutory
provision that requires the Director to
prohibit an Enterprise from providing
compensation to any executive officer
that is not reasonable and comparable
with compensation for employment in
other similar businesses. The proposed
provision is not intended to implement
Section 4518, which is implemented by
the OFHEO executive compensation
regulation at 12 CFR part 1770. Section
1710.13 addresses not only certain
covered executive officers, but as well
board members and employees, and has
as its primary focus the Enterprises—
safety and soundness. Although
compensation may be reasonable from
some perspectives, as in not generally
excessive or extreme, it may not be
appropriate or suitable under specific
circumstances. Thus, OFHEO has
determined not to delete the word
“appropriate.”

While the circumstances involved and
the foundation for addressing
compensation in the corporate
governance regulation may differ from
those found in the area of executive
compensation, the standards used by
OFHEO for determining unreasonable,
excessive, or inappropriate
compensation are the same. In looking
to reasonable compensation, OFHEO
must consider the totality of
circumstances for an Enterprise. This
includes inquiry into compensation for
comparable positions at other firms, to
the degree they exist, along with less
formulaic items such as the unique
nature of the Enterprises, the
responsibilities and duties of the
individual involved, and the
environment and circumstances that
exist when the compensation is
provided to the individual. Thus a
numerical comparison alone might be
inadequate for OFHEO to discharge its
obligations in considering
compensation. Factors such as an
Enterprise’s conduct, business
challenges, compliance with the
mission of the Enterprise, compliance
with law and regulation, creation of
profit or loss, leadership, suitability of
incentive structures, and other relevant
matters would be important to making
a compensation determination under
either the corporate governance rules or
the executive compensation rules. In
both instances, safety and soundness
underlies the goals of Congress
expressed in the enabling statute of
OFHEO and Congress has clearly
indicated that compensation may
represent a safety and soundness
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problem should it provide perverse
incentives.

Section 1710.13(a), as proposed, is
further intended to underscore the
impropriety of compensation incentives
that excessively focus the attention of
management and employees on an
Enterprise’s short-term earnings
performance. Incentives focused
primarily on short-term earnings may
lead to improper conduct at an
Enterprise, as OFHEO discovered in its
investigation of Freddie Mac.1®
Financial incentives at the Enterprises
should foster a management culture in
which primary consideration is given to
risk management, operational stability
and legal and regulatory compliance.2°
As noted above, OFHEO has
determined, in light of its experience
with Freddie Mac, its ongoing
supervision of both Enterprises, and
given their Federal charters, board
structure, public mission, regulatory
framework and status, size and role in
capital markets, that Fannie Mae and
Freddie Mac should be required to
adhere to certain policies that may not
be applicable to other companies. The
compensation requirement in no way
detracts from the obligations of
Enterprise board members and
management to meet their
responsibilities to shareholders, but
reflects the special attention that needs
to be paid as well to other important
public mission considerations in
directing the course and conduct of an
Enterprise.

One commenter recommended that
executive incentives should expressly
include no rewards for undue reliance
on the Enterprise subsidy or any activity
that would enlarge it. OFHEO has
determined not to adopt that
recommendation.

Section 1710.13(b) proposed to
require the chief executive officer and
chief financial officer to reimburse the
Enterprise if the Enterprise is required
to prepare an accounting restatement
due to the material noncompliance of
the Enterprise, as a result of
misconduct, with any financial
reporting requirement. Reimbursement
would be made in accordance with
section 304 of the SOA. Section 304 of
the SOA would require reimbursement
of (1) any bonus or other incentive-
based, equity or option-based
compensation received by such person
from the Enterprise during the 12-month
period following the first public
issuance of the financial document
embodying such financial reporting

19 See Report of Special Examination, supra note
2 at 164.
20 Consent Order, supra note 5 at Art. II, Para. 14.

requirement; and (2) any profits realized
from the sale or disposition of securities
of the Enterprise that such person
owned or controlled during that 12-
month period. The provisions of the
proposed paragraph would in no
manner limit the authority of OFHEO to
take any other appropriate supervisory
action against an Enterprise or any of its
board members or executive officers
pursuant to its enforcement authorities.
Enforcement authorities of OFHEO
include restitution that may be applied
to situations involving conduct subject
to reimbursement.

One commenter asked that the
reimbursement requirement be clarified
to apply to restatement of financial
reporting under the securities laws.
OFHEO has clarified the language to
state so expressly and to note that this
section does not limit other OFHEO
remedial powers that may be brought to
bear for failures to make adequate
disclosures. Another commenter
suggested that the reimbursement
provision is not necessary in view of the
broad remedial and civil money penalty
powers of OFHEO. If it is retained, the
commenter requested that the
requirement should apply to Freddie
Mac after it has returned to the timely
filing of financial statements and
completed the voluntary registration of
its securities. OFHEO has determined to
retain the reimbursement provision as
proposed with certain clarifying and
technical changes.2?

Code of Conduct and Ethics (§1710.14)

OFHEO proposed to amend § 1710.14
by revising the section heading to read
“Code of Conduct and Ethics,” and by
referencing the standards set forth under
section 406 of the SOA. Section 406
provides that the “code of conduct and
ethics” include standards as are
reasonably necessary to promote (1)
honest and ethical conduct, including
the ethical handling of actual or
apparent conflicts of interest between
personal and professional relationships;
(2) full, fair, accurate, timely, and
understandable disclosure in the
periodic reports required to be filed by
the issuer of the report; and (3)
compliance with applicable
governmental rules and regulations. In
conducting its supervisory examination
process, OFHEO would ensure the
adequacy and appropriateness of the
code of conduct and ethics of an

21 Freddie Mac will be subject to the requirements
of this section once it has filed documents that are
covered by the reimbursement provisions of section
304 of the SOA. The final language of § 1710.13
uses the term “reimbursement’ rather than
“disgorgement’” to be consistent with the language
of section 304.

Enterprise. In addition, OFHEO
proposed that, at least every three years,
an Enterprise must review the adequacy
of its code of conduct and ethics to
ensure that it is consistent with
practices appropriate for the Enterprise.

A few commenters recommended that
OFHEO should require the code of
conduct and ethics to include the public
mission of the Enterprises, charter
compliance, and adherence to new
program prior approval standards and
affordable housing goals. OFHEO has
determined compliance with law,
regulation, and rules are appropriately
addressed in other sections of the
regulation.

Another commenter urged that
OFHEO address situations where an
Enterprise may use its unique
characteristics to exact terms and
conditions from service providers. That
commenter also urged that the code
should bar retaliation against entities for
political purposes. OFHEO has
determined not to adopt these
recommendations. OFHEO notes that
such conduct could be determined to
violate existing safety and soundness
rules and need not be subject to a
special rule that could have unintended
consequences that may result from
unnecessary definition.

One commenter recommended a
reference to the NYSE rules requiring a
code of conduct and NASDAQ rules
relating to review and approval of
related party transactions; another
commenter recommended express
reference to regulations issued by the
Commission implementing section 406
of the SOA. After considering these
comments, OFHEO determined to
clarify the section by adding language
requiring the code of conduct and ethics
to include standards that comply with
applicable law, rules, and regulations,
in addition to the express reference to
section 406 of the SOA. OFHEQ is
adding language that expressly
incorporates section 406 along with any
amendments that may be made from
time to time.

Another recommendation was that
OFHEO should require more frequent
reviews and that OFHEQ require the
codes to be revised whenever a new
market practice or a substantive change
in law or rule defines new standards.
These recommendations are addressed
by the provision, as modified, in that
the code of conduct and ethics must
include standards that comply with
applicable law, rules, and regulations.
In addition, OFHEQO has clarified the
language concerning review of the code
to state expressly that after review of the
code for consistency with practices
appropriate for the Enterprise, the code
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should be appropriately revised. In
addition, it was recommended by one
commenter that OFHEO change the
language concerning review of the code
of conduct and ethics from that of
ensuring that the code is “consistent”
with best practices to “reviewing in
light of” best practices. Recognizing a
range of appropriate practices may exist
for a given matter, OFHEO has modified
the language to clarify that the review of
the code is to be for consistency with
practices appropriate for the Enterprise.

Conduct and Responsibilities of Board
of Directors (§1710.15)

Section 1710.15 of the current
corporate governance regulation
establishes appropriate standards for the
conduct and responsibilities of the
board of directors of an Enterprise.
Given the special situation of the
Enterprises, OFHEO proposed to amend
§1710.15 by adding a requirement with
respect to the conduct and
responsibilities of the board of directors.
The proposal would require that the
Enterprise board of directors must
remain reasonably informed of the
condition, activities, and operations of
the Enterprise. The proposal would also
describe the responsibility of the board
of directors to have in place policies and
procedures to assure its oversight of
corporate strategy, major plans of action,
risk policy, programs for legal and
regulatory compliance, and corporate
performance to include prudent plans
for growth and allocation of adequate
resources to manage operations risk, so
as to promote safety and soundness.

One commenter recommended that
OFHEO expressly provide that risk
policy mean not only consideration of
written policies and procedures but also
that the Enterprises comply with such
policies and that the board of directors
has an affirmative duty to ensure that
risk policies are enforced. OFHEO has
determined not to adopt this
recommendation because the focus of
§1710.15 is on policies and procedures
designed to assure compliance. Risk
management compliance is
appropriately addressed in § 1710.19,
discussed below.

Proposed §1710.15 adds a provision
expressly addressing the oversight
responsibility related to extensions of
credit to board members and executive
officers, consistent with the proposed
§1710.16, discussed below. In
conducting its supervisory examination
process, OFHEO would ensure that
adequate policies and procedures are in
place. One commenter recommended
that this provision be deleted because it
is purportedly a narrower substantive
obligation than the other oversight

requirements and is otherwise
addressed elsewhere in the regulation.
OFHEO disagrees that it is inappropriate
to list the board’s oversight
responsibility of limits on extensions of
credit. Although §1710.16 prohibits
certain extensions of credit,
responsibility for oversight is not
addressed in that section. OFHEO has
determined to adopt the provision as
proposed.

Section 1710.16 Prohibition of
Extensions of Credit to Board Members
and Executive Officers

OFHEO proposed to add § 1710.16,
which would limit extensions of credit
to Enterprise board members and
executive officers as provided generally
by section 402 of the SOA. As adopted
here, section 402 of the SOA would
prohibit an Enterprise from directly or
indirectly, including through any
subsidiary, extending credit or arranging
for the extension of credit in the form
of a personal loan to or for any board
member or executive officer of the
Enterprise. OFHEO believes that it is
appropriate to conform the OFHEO
regulation to that of other financial
institution regulators in addressing
extensions of credit by companies they
supervise, as the proposed section does.

Two commenters requested that
OFHEO delete the reference to any
subsidiary of an Enterprise because such
reference implies that OFHEO intends
that the Enterprises establish
subsidiaries. OFHEO sees no such
implication in the proposed language.
OFHEO has determined not to adopt
this recommendation; the intent of the
language is to apply to the Enterprises
the provisions of section 402 of the
SOA.

Another commenter requested an
express reference to interpretations of
section 402 of the SOA by the
Commission. OFHEO will look to the
interpretations of the Commission but
has determined that a modification of
the proposed language is unnecessary;
language has been added, however, to
clarify that the reference to section 402
of the SOA includes amendments as
made from time to time. With this
technical modification, OFHEO has
issued § 1710.16 as proposed.

Certification of Disclosures by Chief
Executive Officer and Chief Financial
Officer (§1710.17)

OFHEO proposed to add §1710.17,
which would require Enterprise
compliance with section 302 of the SOA
that mandates certain certifications of
quarterly and annual reports by the
chief executive officer and chief
financial officer of an Enterprise. The

proposed section would conform the
OFHEO supervisory regime to those of
other financial regulators, as OFHEO
has determined is appropriate. The
proposal would assure review,
endorsement, and undertaking of
responsibility by individuals required to
certify public disclosures. It would not
limit OFHEO from requiring
certifications by additional parties or
additional disclosures.

One commenter expressly supported
the proposal. Another commenter
requested that OFHEO clarify that the
proposed provision would not require
Freddie Mac to submit certifications
under section 302 of the SOA until
Freddie Mac completes the voluntary
registration process. OFHEQ has
determined to retain the provision as
proposed.22 OFHEO has published
§1710.17 as proposed, with a technical
correction and the addition of language
to clarify that the reference to SOA
section 302 includes amendments to
that section as made from time to time.

Change of External Audit Partner and
External Auditing Firm (§1710.18)

OFHEO proposed to add §1710.18,
which would prohibit an Enterprise
from accepting audit services from an
external auditor if either the lead (or
coordinating) external audit partner,
who has primary responsibility for the
external audit of the Enterprise, or the
external audit partner, who has
responsibility for reviewing the external
audit, has performed audit services for
the Enterprise in each of the five
previous fiscal years. This prohibition
relates to section 203 of the SOA that
makes it unlawful for a registered public
accounting firm to provide audit
services to a public company by such
audit partners in excess of five previous
fiscal years.

One commenter recommended that
OFHEO incorporate section 203 of the
SOA, as interpreted by the Commission,
in the provision. OFHEO has
determined not to adopt that
recommendation at this time. OFHEO
looks to its existing safety and
soundness requirements and its
supervisory program to assure that the
Enterprises mitigate risk by the use of
service vendors that meet standards for
reliability and recourse.

Another commenter recommended
that the provision require rotation of
other audit partners involved in audits
of an Enterprise after seven years.
OFHEO has determined not to adopt
this recommendation, but notes that in

22 The provision would apply to documents filed
by Freddie Mac that meet the certification
requirements under section 302 of the SOA.
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the matter of non-lead audit partners,
OFHEO expects that the Enterprises
engage auditing firms that comply with
appropriate practices.

OFHEO also proposed a requirement
that, at least every ten years, an
Enterprise must change its external
auditing firm. Many commenters
objected to the proposed requirement to
change the external auditing firm every
ten years on the basis that such a change
would be counterproductive because of
loss of expertise and associated
increased risk of error and fraud, lack of
support for such a regulation in current
literature or Federal statute, and
impracticality in light of the existence of
only four large accounting firms
available for the work attendant to a
government sponsored enterprise. The
commenters opined that the safeguards
of the SOA, in terms of audit partner
rotations and the oversight and audit
role of the Public Company Accounting
Oversight Board, are adequate.

OFHEO disagrees with these
commenters with respect to the
Enterprises. In light of its special
examination of Freddie Mac and its
ongoing supervision of both Enterprises,
OFHEO has determined to require
Fannie Mae and Freddie Mac to adhere
to certain standards to assure safe and
sound operations, even though they may
represent different standards than those
generally applied to non-government
sponsored companies or other large
regulated companies. Created by
Congress to facilitate liquidity and
stability in mortgage markets and to
advance affordable housing, the
Enterprises receive special benefits from
government sponsorship making them
unlike other large companies in
significant respects. The business of the
Enterprises is limited by statute; their
hedge accounts require intensive and
complicated accounting; they have a
unique mission; they must undertake
specialized tasks by law; and, they are
regulated apart from other companies
due to their unique structure, that is, a
single regulator for only two entities.
Further, the Enterprises have grown to
become two of the largest and highly
leveraged financial companies in the
world in terms of assets, controlling
together a majority share of the
secondary market for conforming
mortgages. In addition, due to the
government sponsorship, the
Enterprises are not as susceptible to
certain forms of market discipline. All
of these differences and unique features
demand full and accurate accounting,
accounting that is essential for safe and
sound operations and disclosures that
assure access to capital markets. These
distinctive characteristics would

support the determination that Fannie
Mae and Freddie Mac should adhere to
certain policies that may not be
applicable to other companies,
including large regulated companies.

The existence of long term accounting
relationships has been demonstrated, in
the review of the Enterprises by OFHEO,
to pose specific risks. The difficulty of
changing auditing firms would not
outweigh the finding of threatened harm
that may be occasioned by certain long
term audit relationships. Freddie Mac
maintained the same accounting
relationship for over 32 years and its
accounting problems were only
uncovered after it changed auditors in
2002. In 2005, Fannie Mae has
announced that it will replace its
auditor with which it has had a
relationship for over 36 years.

A central argument of commenters
was that the required change
undermines the pressure on an audit
firm, that is, if a firm has a contract and
produces less than satisfactory work,
then a termination of that contract
brings the firm into the public eye. Also,
the requirement to change firms, it is
argued, removes the incentive to move
against a firm as the requirement would
change the firm at a set point. This, the
argument goes, would remove positive
pressures on the engaging company and
the auditing firm. OFHEO disagrees
with respect to the Enterprises. Further,
in the case of the Enterprises, Congress
saw fit to create a regulator to oversee
the operations of the firms, including
accounting standards and external audit
relationships. OFHEO has the ability to
act in the case of a poorly performing
Enterprise auditor at any time, not just
at the time of a planned change.

Further, it should be noted that
OFHEO does not consider the existence
at present of four major auditing firms
to be an insurmountable impediment.
With the proper safeguards, OFHEO
would consider appropriate both
Enterprises using the same auditing firm
concurrently, thereby contributing to
the options open to an Enterprise.

However, because both Enterprises
have now changed audit firms, the
provision is not included in this final
regulation.

Compliance and Risk Management
Programs (§ 1710.19(a) and (b))

Proposed § 1710.19 would require an
Enterprise to establish and maintain a
compliance program and a risk
management program. OFHEO believes
that the establishment and maintenance
of compliance and risk management
programs are essential for the continued
safe and sound operations of the

Enterprises.23 The establishment of such
programs, with a view to best practices
appropriate for the Enterprises, will
assist the boards of directors in
managing their responsibilities to
oversee the adequacy of policies and
procedures for compliance and risk
management.

Commenters generally supported the
proposal. One commenter suggested that
OFHEO consider whether there should
be a direct reporting relationship to the
board; others recommended more
flexibility with respect to the structure
and reporting scheme of the compliance
and risk management programs. OFHEO
has determined to retain the
requirement that the chief compliance
officer and chief risk officer report
directly to the chief executive officer of
the Enterprise, but has clarified that the
regular reporting of such officers may be
made to the board of directors or to an
appropriate committee thereof. OFHEO
has made other clarifying and technical
changes to make the section easier to
read.

Compliance With Other Laws
(§1710.19(c))

OFHEO also proposed that if an
Enterprise deregisters or does not
register its common stock with the
Commission, the Enterprise must
comply with sections 301, 302, 304,
402, and 406 of the SOA, subject to such
additional requirements as provided by
§ 1710.30.24 It would also require that a
registered Enterprise maintain its
registered status, unless it provides 60
days prior written notice to the Director
stating its intent to deregister and its
understanding that it will remain
subject to certain requirements of the
SOA, as provided above.

One commenter requested that
OFHEO clarify that this provision
would not apply to a situation in which
an Enterprise deregisters its securities
and that § 1710.30 should not be
referenced in §1710.19. OFHEO
disagrees and has determined to adopt
§1710.19(c) as proposed, with minor
clarifying and technical changes.

Modification of Certain Provisions
(§1710.30)

OFHEO proposed to move provisions
of its existing regulation and to maintain
similar treatment for new provisions in
§1710.30 to make clear that OFHEOQ, in
referencing and employing other

23 See Report of Special Examination,
Recommended Actions, Nos. 9 and 10, supra note
2 at 167—168, and Consent Order, supra note 5.

24 This provision would apply to Freddie Mac as
will provisions of sections 1710.13(b) and 1710.17
for reports that are filed subject to section 302 and
304 of SOA.
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sources for corporate governance
standards, may modify its requirements
to meet its statutory responsibilities for
oversight of the Enterprises. References
to standards of Federal or state law
(including the Revised Model
Corporation Act), or NYSE rules in
§§1710.10, 1710.11, 1710.12, 1710.17,
and 1710.19 do not limit the ability of
OFHEO to modify OFHEO standards as
necessary to meet its statutory
responsibilities.25 The proposal would
require that notice be provided to the
Enterprises of any modifications.

Some commenters noted that OFHEO
would be required to publish any
modifications for notice and comment
under the Administrative Procedure
Act. OFHEO is clarifying the provision
by adding language that would make
clear that OFHEO would make
modifications to its requirements
pursuant to 5 U.S.C. 553. Section 553
requires notice and comment of a
substantive regulation with certain
exceptions, including where the
regulation would grant or recognize an
exemption or relieve a restriction, or for
good cause found by the agency.

Issuance of Final Amendments to
Regulation

OFHEO has determined to issue the
final amendments to its corporate
governance regulation at 12 CFR 1710.
The final regulation incorporates
provisions adopted as proposed as well
as modifications that enhance clarity or
craft a more workable regulation, many
of the modifications result from
comments that provided useful legal
and operational insights. The final
regulation continues to build the
OFHEO supervisory infrastructure and
to meet the ongoing efforts of OFHEO to
operate in a transparent manner. The
final regulation should provide greater
certainty for the Enterprises regarding
regulatory expectations. Appropriate
corporate governance and appropriate
corporate governance supervision help
ensure the continued safe and sound
operation of the Enterprises as directed
by Congress.

Regulatory Impact

Executive Order 12866, Regulatory
Planning and Review

The amendments to the corporate
governance regulation are not classified
as an economically significant rule
under Executive Order 12866 because

25 Section 1710.10 provides generally that an
Enterprise must follow the corporate governance
practices and procedures of the law of the
jurisdiction in which the principal office of the
Enterprise is located, Delaware General Gorporation
Law, or the Revised Model Business Corporation
Act.

they would not result in an annual
effect on the economy of $100 million
O more Or a major increase in costs or
prices for consumers, individual
industries, Federal, state, or local
government agencies, or geographic
regions; or have significant adverse
effects on competition, employment,
investment, productivity, innovation, or
on the ability of United States-based
enterprises to compete with foreign-
based enterprises in domestic or foreign
markets. Accordingly, no regulatory
impact assessment is required.
Nevertheless, the final amendments
were submitted to the Office of
Management and Budget for review
under other provisions of Executive
Order 12866 as a significant regulatory
action.

Executive Order 13132, Federalism

Executive Order 13132 requires that
Executive departments and agencies
identify regulatory actions that have
significant federalism implications. A
regulation has federalism implications if
it has substantial direct effects on the
states, on the relationship or
distribution of power between the
Federal Government and the states, or
on the distribution of power and
responsibilities among various levels of
government. The Enterprises are
federally chartered corporations
supervised by OFHEO. The corporate
governance regulation and the
amendments thereto set forth minimum
corporate governance standards with
which the Enterprises must comply for
Federal supervisory purposes. The
corporate governance regulation
requires that an Enterprise elect a body
of state corporate law or the Revised
Model Corporation Act to follow in
terms of its corporate practices and
procedures. The corporate governance
regulation and the amendments thereto
do not affect in any manner the powers
and authorities of any state with respect
to the Enterprises or alter the
distribution of power and
responsibilities between Federal and
state levels of government. Therefore,
OFHEO has determined that the
corporate governance regulation and the
amendments thereto have no federalism
implications that warrant the
preparation of a Federalism Assessment
in accordance with Executive Order
13132.

Regulatory Flexibility Act

The Regulatory Flexibility Act (5
U.S.C. 601 et seq.) requires that a
regulation that has a significant
economic impact on a substantial
number of small entities, small
businesses, or small organizations

include an initial regulatory flexibility
analysis describing the regulation’s
impact on small entities. Such an
analysis need not be undertaken if the
agency has certified that the regulation
will not have a significant economic
impact on a substantial number of small
entities. 5 U.S.C. 605(b). OFHEO has
considered the impact of the
amendments to the corporate
governance regulation under the
Regulatory Flexibility Act. The General
Counsel of OFHEO certifies that the
corporate governance regulation and the
amendments thereto are not likely to
have a significant economic impact on
a substantial number of small business
entities because it is applicable only to
the Enterprises, which are not small
entities for purposes of the Regulatory
Flexibility Act.

List of Subjects in 12 CFR Part 1710

Administrative practice and
procedure, Government Sponsored
Enterprises.

m Accordingly, for the reasons stated in
the preamble, OFHEO amends 12 CFR
part 1710 to subchapter C of chapter XVII
to read as follows:

PART 1710—CORPORATE
GOVERNANCE

m 1. The authority citation for part 1710
continues to read as follows:

Authority: 12 U.S.C. 4513(a) and
4513(b)(1).

§1710.13 [Removed]
m 2. Remove §1710.13.

§§1710.11 and 1710.12 [Redesignated as
§§1710.12 and 1710.13]

m 3. Redesignate §§1710.11 and 1710.12
as new §§1710.12 and 1710.13,
respectively.

m 4. Add anew §1710.11 to read as
follows:

§1710.11 Board of directors.

(a) Membership—(1) Limits on service
of board members—(i) General
requirement. No board member of an
Enterprise may serve on the board of
directors for more than 10 years or past
the age of 72, whichever comes first;
provided, however, a board member
may serve his or her full term if he or
she has served less than 10 years or is
72 years on the date of his or her
election or appointment to the board.

(ii) Waiver. Upon written request of
an Enterprise, the Director may waive,
in his or her sole discretion and for good
cause, the limits on the service of a
board member under paragraph (a)(1)(i)
of this section.

(2) Independence of board members.
A majority of seated members of the
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board of directors of an Enterprise shall
be independent board members, as
defined under rules set forth by the
NYSE, as amended from time to time.

(b) Meetings, quorum and proxies,
information, and annual review—(1)
Frequency of meetings. The board of
directors of an Enterprise shall meet at
least eight times a year and no less than
once a calendar quarter to carry out its
obligations and duties under applicable
laws, rules, regulations, and guidelines.

(2) Non-management board member
meetings. Non-management directors of
an Enterprise shall meet at regularly
scheduled executive sessions without
management participation.

(3) Quorum of board of directors;
proxies not permissible. For the
transaction of business, a quorum of the
board of directors of an Enterprise is at
least a majority of the seated board of
directors and a board member may not
vote by proxy.

(4) Information. Management of an
Enterprise shall provide a board
member of the Enterprise with such
adequate and appropriate information
that a reasonable board member would
find important to the fulfillment of his
or her fiduciary duties and obligations.

(5) Annual review. At least annually,
the board of directors of an Enterprise
shall review, with appropriate
professional assistance, the
requirements of laws, rules, regulations,
and guidelines that are applicable to its
activities and duties.

m 5. Amend newly designated § 1710.12
by revising paragraph (b) and by adding
new paragraph (c) to read as follows:

§1710.12 Committees of board of
directors.

* * * * *

(b) Frequency of meetings. A
committee of the board of directors of an
Enterprise shall meet with sufficient
frequency to carry out its obligations
and duties under applicable laws, rules,
regulations, and guidelines.

(c) Required committees. An
Enterprise shall provide for the
establishment of, however styled, the
following committees of the board of
directors, which committees shall be in
compliance with the charter,
independence, composition, expertise,
duties, responsibilities, and other
requirements set forth under section 301
of the Sarbanes-Oxley Act of 2002, Pub.
L. 107204 (Jul. 30, 2002) (SOA), as
amended from time to time, with
respect to the audit committee, and
under rules issued by the NYSE, as
amended from time to time—

(1) Audit committee;

(2) Compensation committee; and

(3) Nominating/corporate governance
committee.

m 6. Amend newly designated § 1710.13

by revising newly designated paragraph
(a) and by adding a new paragraph (b) to
read as follows:

§1710.13 Compensation of board
members, executive officers, and
employees.

(a) General. Compensation of board
members, executive officers, and
employees of an Enterprise shall not be
in excess of that which is reasonable
and appropriate, shall be commensurate
with the duties and responsibilities of
such persons, shall be consistent with
the long-term goals of the Enterprise,
shall not focus solely on earnings
performance, but shall take into account
risk management, operational stability
and legal and regulatory compliance as
well, and shall be undertaken in a
manner that complies with applicable
laws, rules, and regulations.

(b) Reimbursement. If an Enterprise is
required to prepare an accounting
restatement due to the material
noncompliance of the Enterprise, as a
result of misconduct, with any financial
reporting requirement under the
securities laws, the chief executive
officer and chief financial officer of the
Enterprise shall reimburse the
Enterprise as provided under section
304 of the SOA, as amended from time
to time. This provision does not
otherwise limit the authority of OFHEO
to employ remedies available to it under
its enforcement authorities.

m 7. Amend § 1710.14 by revising the
section heading, revising newly
designated paragraph (a) and adding new
paragraph (b) to read as follows:

§1710.14 Code of conduct and ethics.

(a) General. An Enterprise shall
establish and administer a written code
of conduct and ethics that is reasonably
designed to assure the ability of board
members, executive officers, and
employees of the Enterprise to discharge
their duties and responsibilities, on
behalf of the Enterprise, in an objective
and impartial manner, and that includes
standards required under section 406 of
the SOA, as amended from time to time,
and other applicable laws, rules, and
regulations.

(b) Review. Not less than once every
three years, an Enterprise shall review
the adequacy of its code of conduct and
ethics for consistency with practices
appropriate to the Enterprise and make
any appropriate revisions to such code.

m 8. Amend § 1710.15 by revising
paragraph (b) to read as follows:

§1710.15 Conduct and responsibilities of
board of directors.

* * * * *

(b) Conduct and responsibilities. The
board of directors of an Enterprise is
responsible for directing the conduct
and affairs of the Enterprise in
furtherance of the safe and sound
operation of the Enterprise and shall
remain reasonably informed of the
condition, activities, and operations of
the Enterprise. The responsibilities of
the board of directors include having in
place adequate policies and procedures
to assure its oversight of, among other
matters, the following:

(1) Corporate strategy, major plans of
action, risk policy, programs for legal
and regulatory compliance and
corporate performance, including but
not limited to prudent plans for growth
and allocation of adequate resources to
manage operations risk;

(2) Hiring and retention of qualified
senior executive officers and succession
planning for such senior executive
officers;

(3) Compensation programs of the
Enterprise;

(4) Integrity of accounting and
financial reporting systems of the
Enterprise, including independent
audits and systems of internal control;

(5) Process and adequacy of reporting,
disclosures, and communications to
shareholders, investors, and potential
investors;

(6) Extensions of credit to board
members and executive officers; and

(7) Responsiveness of executive
officers in providing accurate and
timely reports to Federal regulators and
in addressing the supervisory concerns
of Federal regulators in a timely and
appropriate manner.

* * * * *
m 9. Add new §1710.16 to read as
follows:

§1710.16 Prohibition of extensions of
credit to board members and executive
officers.

An Enterprise may not directly or
indirectly, including through any
subsidiary, extend or maintain credit,
arrange for the extension of credit, or
renew an extension of credit, in the
form of a personal loan to or for any
board member or executive officer of the
Enterprise as provided by section 402 of
the SOA, as amended from time to time.
m 10. Add new § 1710.17 to read as
follows:

§1710.17 Certification of disclosures by
chief executive officer and chief financial
officer.

The chief executive officer and the
chief financial officer of an Enterprise
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shall review each quarterly report and
annual report issued by the Enterprise
and such reports shall include
certifications by such officers as
required by section 302 of the SOA, as
amended from time to time.

m 11. Add new §1710.18 to read as
follows:

§1710.18 Change of audit partner.

An Enterprise may not accept audit
services from an external auditing firm
if the lead or coordinating audit partner
who has primary responsibility for the
external audit of the Enterprise, or the
external audit partner who has
responsibility for reviewing the external
audit has performed audit services for
the Enterprise in each of the five
previous fiscal years.

m 12. Add new § 1710.19 to read as
follows:

§1710.19 Compliance and risk
management programs; compliance with
other laws.

(a) Compliance program. (1) An
Enterprise shall establish and maintain
a compliance program that is reasonably
designed to assure that the Enterprise
complies with applicable laws, rules,
regulations, and internal controls.

(2) The compliance program shall be
headed by a compliance officer,
however styled, who reports directly to
the chief executive officer of the
Enterprise. The compliance officer shall
report regularly to the board of directors
or an appropriate committee of the
board of directors on compliance with
and the adequacy of current compliance
policies and procedures of the
Enterprise, and shall recommend any
adjustments to such policies and
procedures that he or she considers
necessary and appropriate.

(b) Risk management program. (1) An
Enterprise shall establish and maintain
a risk management program that is
reasonably designed to manage the risks
of the operations of the Enterprise.

(2) The risk management program
shall be headed by a risk management
officer, however styled, who reports
directly to the chief executive officer of
the Enterprise. The risk management
officer shall report regularly to the board
of directors or an appropriate committee
of the board of directors on compliance
with and the adequacy of current risk
management policies and procedures of
the Enterprise, and shall recommend
any adjustments to such policies and
procedures that he or she considers
necessary and appropriate.

(c) Compliance with other laws. (1) If
an Enterprise deregisters or has not
registered its common stock with the
U.S. Securities and Exchange

Commission (Commission) under the
Securities Exchange Act of 1934, the
Enterprise shall comply or continue to
comply with sections 301, 302, 304,
402, and 406 of the SOA, as amended
from time to time, subject to such
requirements as provided by §1710.30
of this part.

(2) An Enterprise that has its common
stock registered with the Commission
shall maintain such registered status,
unless it provides 60 days prior written
notice to the Director stating its intent
to deregister and its understanding that
it will remain subject to the
requirements of sections 301, 302, 304,
402, and 406 of the SOA, as amended
from time to time, subject to such
requirements as provided by §1710.30
of this part.

m 13. Add new subpart D to read as
follows:

Subpart D—Modification of Certain
Provisions

§1710.30 Modification of certain
provisions.

In connection with standards of
Federal or state law(including the
Revised Model Corporation Act) or
NYSE rules that are made applicable to
an Enterprise by §§1710.10, 1710.11,
1710.12,1710.17, and 1710.19 of this
part, the Director, in his or her sole
discretion, may modify the standards
contained in this part in accordance
with 5 U.S.C. 553 and upon written
notice to the Enterprise.

Dated: March 31, 2005.
Stephen A. Blumenthal,

Acting Director, Office of Federal Housing
Enterprise Oversight.

[FR Doc. 05-6781 Filed 4-5-05; 8:45 am)]
BILLING CODE 4220-01-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2004-18561; Directorate
Identifier 2004—-NM-13-AD; Amendment 39—
14042; AD 2005-07-18]

RIN 2120-AA64

Airworthiness Directives; McDonnell
Douglas Model DC-9-15F Airplanes
Modified In Accordance With
Supplemental Type Certificate (STC)
SA1993S0; and Model DC-9-10, DC—-
9-20, DC-9-30, DC-9-40, and DC-9-50
Series Airplanes in All-Cargo
Configuration, Equipped With a Main-
Deck Cargo Door

AGENCY: Federal Aviation
Administration (FAA), Department of
Transportation (DOT).

ACTION: Final rule.

SUMMARY: The FAA is adopting a new
airworthiness directive (AD) for the
airplanes listed above. For certain
airplanes, this AD requires inspecting to
determine the airplane’s cargo
configuration, and reporting findings to
the FAA. For airplanes modified in
accordance with a certain STC or with

a cargo configuration that deviates from
the as-delivered configuration, this AD
requires revising certain manuals and
manual supplements to specify certain
cargo limitations. This AD also requires
relocating all cargo restraints on the
main cargo deck. This AD is prompted
by reports that deficiencies related to
the cargo loading system may exist on
all McDonnell Douglas Model DC-9—
15F airplanes modified in accordance
with STC SA1993S0. We are issuing
this AD to ensure that cargo in the main
cabin is adequately restrained and to
prevent failure of components of the
cargo loading system, failure of the floor
structure, or shifting of cargo. Any of
these conditions could cause cargo to
exceed load distribution limits or cause
damage to the fuselage or control cables,
which could result in reduced
controllability of the airplane.

DATES: This AD becomes effective May
11, 2005.

Docket: The AD docket contains the
proposed AD, comments, and any final
disposition. You can examine the AD
docket on the Internet at http://
dms.dot.gov, or in person at the Docket
Management Facility office between 9
a.m. and 5 p.m., Monday through
Friday, except Federal holidays. The
Docket Management Facility office
(telephone (800) 647—-5227) is located on
the plaza level of the Nassif Building at
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the U.S. Department of Transportation,
400 Seventh Street, SW., room PL-401,
Washington, DC. This docket number is
FAA-2004-18561; the directorate
identifier for this docket is 2004—NM—
13-AD.

FOR FURTHER INFORMATION CONTACT:
Rany Azzi, Aerospace Engineer,
Airframe Branch, ACE-117A, FAA,
Atlanta Aircraft Certification Office,
One Crown Center, 1895 Phoenix
Boulevard, suite 450, Atlanta, Georgia
30349; telephone (770) 703—6083; fax
(770) 703-6097.

SUPPLEMENTARY INFORMATION: The FAA
proposed to amend 14 CFR Part 39 with
an AD for McDonnell Douglas Model
DC—-9-15F airplanes modified in
accordance with supplemental type
certificate (STC) SA1993S0; and Model
DC-9-11-DC-9 12, DC-9-13, DC-9-14,
DC-9-15, DC-9-15F, DC-9-21, DC-9—
31, DC-9-32, DC-9-32 (VC-9C), DC-9—
32F, DC-9-33F, DC-9-34, DC-9-34F,
DC-9-32F (C-9A, C-9B), DC-9-41, and
DC-9-51 airplanes in all-cargo
configuration. For certain airplanes, that
action, published in the Federal
Register on July 8, 2004 (69 FR 41204),
proposed to require inspecting to
determine the airplane’s cargo
configuration, and reporting findings to
the FAA. For airplanes modified in
accordance with a certain STC or with
a cargo configuration that deviates from
the as-delivered configuration, that
action proposed to require revising
certain manuals and manual
supplements to specify certain cargo
limitations. That action also proposed to
require relocating all cargo restraints on
the main cargo deck.

Comments

We provided the public the
opportunity to participate in the
development of this AD. We have
considered the comments that have
been submitted on the proposed AD.

Support for the Proposed AD

One commenter supports the intent of
the proposed AD and concurs with the
proposed actions.

Request To Revise Applicability
Statement

One commenter, an operator, requests
that we revise the applicability of the
proposed AD. The commenter states
that certain airplanes in its fleet were
originally delivered as passenger
airplanes but have been modified by
various STCs to all-cargo configuration.
None of these airplanes were modified
in accordance with STC SA1993S0O, and
none has a main deck cargo door. The
commenter notes that the Costs of
Compliance section of the proposed AD

indicates that a total of 33 airplanes
worldwide (including 30 of U.S.
registry) would be affected by the
proposal. The commenter questions the
accuracy of this number because it
operates 74 airplanes in cargo
configuration (including the airplanes
described previously that were
originally delivered as passenger
airplanes).

We concur with the commenter’s
request to revise the applicability of this
AD. Our intent was to make the
requirements of this AD apply to
airplanes delivered by the original
equipment manufacturer (OEM) with, or
modified by a third party to have, a
main-deck cargo door that
accommodates certain unit loading
devices. Accordingly, we have revised
the applicability of this AD to specify
that this AD applies to Model DC-9-11,
DC-9-12, DC-9-13, DC-9-14, DC-9-15,
DC-9-15F, DC-9-21, DC-9-31, DC-9-
32, DC-9-32 (VC-9C), DC-9-32F, DC-
9-33F, DC-9-34, DC-9-34F, DC-9-32F
(C—9A, C-9B), DC-9-41, and DC-9-51
airplanes in all-cargo configuration, and
equipped with a main-deck cargo door.
We have determined that only 8 of the
commenter’s 74 airplanes would be in
this category. This AD also continues to
apply to Model DC-9-15F airplanes
modified in accordance with
supplemental type certificate (STC)
SA1993S0.

Request To Allow Records Review or
Extend Compliance Time

The same commenter requests that we
revise the proposed AD to allow
determining the details of the cargo
configuration from airplane records
without performing the inspection of
the main deck cargo compartment. The
commenter states that it can determine
the cargo configuration of its airplanes
by reviewing the airplane records. The
commenter further requests that we
extend the compliance time from 60
days after the effective date to 6 months
or longer after the effective date if we do
not agree that a records review is an
acceptable method of complying with
the proposed requirements. The
commenter states that the proposed 60-
day compliance time would be unduly
burdensome.

We do not agree that a records review
is an acceptable method of complying
with the requirements of this AD. We
proposed this AD because we are aware
that some airplanes delivered by the
OEM in all-cargo configuration, with a
main-deck cargo door, have been
modified to a configuration similar to
that provided by STC SA1993SO
without any documentation in the
airplane records. As explained in the

proposed AD, the configuration
provided by STC SA1993SO and similar
configurations have deficiencies
including inadequate design of the cargo
loading system, inadequate loading
procedures, and lack of identification of
loading devices and restraining
methods. We find that it is necessary to
require an inspection of the main deck
cargo compartment to determine the
exact and accurate details of the
airplane’s cargo configuration.

We also do not agree to extend the
compliance time beyond the proposed
60 days. As we explained in the
preamble of the proposed AD, in
developing the compliance time for the
proposed actions, we considered the
degree of urgency associated with
addressing the subject unsafe condition,
and the time that would be necessary to
accomplish the proposed requirements.
Based on these factors, we find that a
60-day compliance time for completing
the required inspection and report
represents an appropriate period of time
for affected airplanes to continue to
operate without compromising safety.
Specifically considering the
commenter’s fleet, as we stated
previously, only 8 of the commenter’s
74 cargo airplanes are subject to the
requirements of this AD. Therefore, we
find that 60 days constitutes an
appropriate compliance time in which
neither safety nor the commenter’s
operations will be adversely affected.
We have not changed the final rule in
this regard.

Request To Limit Applicability of
Manual Revisions and Cargo Restraint
Relocation

The same commenter notes that the
proposed manual revisions in paragraph
(h) of the proposed AD do not take into
consideration the different cargo zones
and loading configurations for DC-9-30
and DC—9—40 series airplanes. The
commenter states that the requirements
of paragraphs (h) and (i) of the proposed
AD appear to target a specific
configuration and series, such as a
Model DC-9-15F airplane modified in
accordance with STC SA1993S0. The
commenter wants the FAA to first
accomplish a thorough evaluation of the
details of each specific STC cargo
configuration before subjecting an
operator to a limitation on cargo
loading, or a modification to the cargo
configuration. The commenter requests
that we revise the proposed AD to make
paragraphs (h) and (i) apply only to
airplanes that have been modified by
STC SA1993S0, and to specify that
requirements for other airplanes will be
issued after an evaluation of the
configuration details submitted as
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required by paragraph (f) of the
proposed AD.

We do not concur. We have
determined that the limitations stated in
paragraph (h) and the requirements
stated in paragraph (i) of this AD can be
applied to most airplanes subject to this
AD, regardless of model or
configuration. Should an operator find
that it is unable to comply with the
specific requirements of this AD, that
operator must request approval of an
alternative method of compliance with

the reporting requirements of paragraph
(f) of this AD, as provided by paragraph
(j) of this AD. We will determine
whether or not the operator’s fleet’s
cargo configuration exhibits the same
unsafe conditions exhibited by airplanes
modified in accordance with STC
SA1993SO0 or airplanes in similar
configurations. We have not changed
the final rule in this regard.

Conclusion

We have carefully reviewed the
available data, including the comments

that have been submitted, and
determined that air safety and the
public interest require adopting the AD
as proposed.

Costs of Compliance

This AD affects about 3 airplanes of
U.S. registry, out of 5 airplanes modified
in accordance with STC SA1993SO
worldwide. The following table
provides the estimated costs for U.S.
operators of these airplanes to comply
with this AD.

ESTIMATED COSTS—AIRPLANES MODIFIED IN ACCORDANCE WITH STC SA1993S0O

: Average labor Cost per
Action Work hours rate per hour Parts airplane Fleet cost
Manual ChangEs ........cccceveeiereeiere e nees 1 $65 | None ........... $65 $195
Relocation of cargo restraints on main deck 24 65 | None ........... 1,560 4,680

This AD also affects about 27
airplanes of U.S. registry out of 28
airplanes worldwide that are in all-cargo

configuration. The following table
provides the estimated costs for U.S.

operators of these airplanes to comply
with this AD.

ESTIMATED COSTS—AIRPLANES IN ALL-CARGO CONFIGURATION

: Average labor Cost per
Action Work hours rate per hour Parts airplane Fleet cost
INSPection/REPOrting ........cccceverierienieie e 8 $65 | None ........... $520 $14,040

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
Section 106, describes the authority of
the FAA Administrator. Subtitle VII,
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in Subtitle VII,
Part A, Subpart III, Section 44701,
“General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
products identified in this rulemaking
action.

Regulatory Findings

We have determined that this AD will
not have federalism implications under
Executive Order 13132. This AD will
not have a substantial direct effect on
the States, on the relationship between
the national government and the States,
or on the distribution of power and

responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a “significant regulatory
action” under Executive Order 12866;

(2) Is not a ““significant rule” under
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979); and

(3) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared a regulatory evaluation
of the estimated costs to comply with
this AD. See the ADDRESSES section for
a location to examine the regulatory
evaluation.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Safety.
Adoption of the Amendment

m Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding
the following new airworthiness
directive (AD):

2005-07-18 McDonnell Douglas:
Amendment 39-14042. Docket No.
FAA—-2004-18561; Directorate Identifier
2004-NM-13-AD.

Effective Date

(a) This AD becomes effective May 11,
2005.

Affected ADs

(b) None.
Applicability

(c) This AD applies to McDonnell Douglas
Model DC-9-15F airplanes modified in
accordance with supplemental type
certificate (STC) SA1993S0; and Model DC—
9-11, DG-9-12, DC-9-13, DC-9-14, DC-9—
15, DC-9-15F, DC-9-21, DC-9-31, DC-9-32,
DC-9-32 (VC-9C), DC-9-32F, DC-9-33F,
DC-9-34, DC-9-34F, DC-9-32F (C-9A, C-
9B), DC-9-41, and DC-9-51 airplanes in all-
cargo configuration, equipped with a main-
deck cargo door; certificated in any category.

Unsafe Condition

(d) This AD was prompted by reports that
deficiencies related to the cargo loading
system may exist on all McDonnell Douglas
Model DC-9-15F airplanes modified in
accordance with STC SA1993S0. We are
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issuing this AD to ensure that cargo in the
main cabin is adequately restrained and to
prevent failure of components of the cargo
loading system, failure of the floor structure,
or shifting of cargo. Any of these conditions
could cause cargo to exceed load distribution
limits or cause damage to the fuselage or
control cables, which could result in reduced
controllability of the airplane.

Compliance

(e) You are responsible for having the
actions required by this AD performed within
the compliance times specified, unless the
actions have already been done.

Airplanes Not Modified in Accordance With
STC SA1993SO0: Inspection and Reporting

(f) For airplanes not modified in
accordance with STC SA1993S0:

Within 60 days after the effective date of
this AD, perform an inspection of the main
deck cargo compartment to determine the
details of the airplane’s cargo configuration.
Within 60 days after the effective date of this
AD, submit a report of the details of the
airplane’s cargo configuration through the
FAA Principal Maintenance Inspector (PMI),
or the cognizant Flight Standards District
Office, as applicable, to the Manager, Atlanta
Aircraft Certification Office (ACO), FAA,
Small Airplane Directorate. The report must
include the airplane serial number,
inspection results, and the information
specified in paragraphs (£)(1), (f)(2), (£)(3),
and (f)(4) of this AD. Under the provisions of
the Paperwork Reduction Act of 1980 (44
U.S.C. 3501 et seq.), the Office of
Management and Budget (OMB) has
approved the information collection
requirements contained in this AD and has
assigned OMB Control Number 2120-0056.

(1) Restraint system: Does the airplane
have vertical side restraints installed on the
main deck floor? How many vertical side
restraints are installed per airplane side?

(2) Vertical fore/aft restraints: How many
vertical fore/aft restraints are installed on
each end of a pallet position?

(3) For airplanes with missing vertical side
restraints: Is a bump rail installed?

(4) Unit Loading Devices (ULDs): What
type/model ULDs are used for cargo carriage
in affected airplanes? Obtain NAS 3610
designation from affixed data plate as
required by Technical Standard Order (TSO)
C90a, b, c, or designation provided by STC
or other approved means. Is there a manual
or document that indicates the type/model of
ULDs to use? If there is such a manual or
document, include the manual/document
number and revision level in the report
required by paragraph (f) of this AD.

Airplanes Deviating From Original
Configuration: Required Action

(g) During the inspection required by
paragraph (f) of this AD, if the airplane’s
cargo configuration deviates from the original
configuration as delivered by McDonnell
Douglas (including, but not limited to,
missing vertical side restraints or revised
fore/aft restraint configuration), accomplish
paragraphs (h) and (i) of this AD.

Manual Revisions

(h) For airplanes modified in accordance
with STC SA1993S0 and airplanes specified
in paragraph (g) of this AD: Within 90 days
after the effective date of this AD, revise the
Limitations section of the airplane flight
manual (AFM), the AFM supplements, the
Limitations section of the airplane weight
and balance manual (AWBM), and the
AWBM supplements to include the
information specified below. This may be
accomplished by inserting a copy of this AD
into the affected manual or supplement. After
accomplishment of these revisions, the
airplane must be operated in accordance with
these limitations.

“REDUCTION IN CARGO LOADS AS
FOLLOWS:

e Zone 1 (most forward): Limited to a
maximum of 4,000 pounds,

e Zones 2 through 7: Limited to a
maximum of 5,200 pounds each,

e Zone 8 (most aft): Limited to a maximum
of 2,000 pounds.

Note: The maximum total payload that can
be carried on the main deck is limited to the
lesser of:

e The approved cargo barrier weight limit,

e Weight permitted by the approved
maximum zero-fuel weight,

e Weight permitted by the approved main
deck position weights,

e Weight permitted by the approved main
deck running load or distributed load
limitations, or

e Approved cumulative zone or fuselage
monocoque structural loading limitations
(including lower hold cargo).

Limitations:

Use only unit loading devices (ULDs)
(containers and pallets) that are structurally
compatible with the cargo loading system.
One means of establishing compatibility is
through compliance with the specifications
of NAS 3610 for ULDs approved under
Technical Standard Order (TSO) C90a, b, or
¢c; or as provided by the appropriate
instructions of a Supplemental Type
Certificate or other approved means.
Alternative methods of compliance can be
obtained as specified in paragraph (j) of this
AD.

Ensure proper restraining of the ULDs by
engaging all cargo loading system restraints.
The center-of-gravity shift of each ULD
must not exceed 10 percent of its base

longitudinal or lateral directions.

Relocation of Cargo Restraints

(i) For airplanes modified in accordance
with STC SA1993S0 and airplanes specified
in paragraph (g) of this AD: Within 90 days
after the effective date of this AD, relocate all
fore/aft cargo restraints in the main cargo
deck to left and right buttock lines 22.0 and
44.5.

Alternative Methods of Compliance
(AMOCs)

(j) The Manager, Atlanta ACO, has the
authority to approve AMOGs for this AD, if
requested in accordance with the procedures
found in 14 CFR 39.19.

Material Incorporated by Reference
(k) None.

Issued in Renton, Washington, on March
25, 2005.

Ali Bahrami,

Manager, Transport Airplane Directorate,
Aircraft Certification Service.

[FR Doc. 05-6757 Filed 4-5—05; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. 83—ANE-14-AD; Amendment
39-14043; AD 83-08-01R2]

RIN 2120-AA64

Airworthiness Directives; Hartzell
Propeller Inc. (Formerly TRW Hartzell
Propeller) Models HC-B3TN-2, HC-
B3TN-3, HC-B3TN-5, HC-B4TN-3,
HC-B4TN-5, HC—-B4MN-5, and HC-
B5MP-3 Turbopropellers

AGENCY: Federal Aviation
Administration, DOT.

ACTION: Final rule.

SUMMARY: The FAA is revising an
existing airworthiness directive (AD),
that is applicable to Hartzell Propeller
Inc. (formerly TRW Hartzell Propeller)
models HC-B3TN-2, HC-B3TN-3, HC-
B3TN-5, HGC-B4TN-3, HC-B4TN-5,
HC-B4MN-5, and HC-B5MP-3
turbopropellers. That AD requires,
before further flight, that all new
propellers being installed and all
serviceable propellers being reinstalled,
are attached using part number (P/N) B—
3339 bolts and P/N A-2048-2 washers,
and that the bolts are properly torqued.
That AD also requires a onetime torque-
check of P/N A-2047 bolts that are
already installed through propellers and
replacement of those bolts if necessary,
with P/N B-3339 bolts and P/N A—
2048-2 washers. This AD requires the
same actions, and includes the use of
other equivalent FAA-approved
serviceable bolts and washers. This AD
results from the need to make
nonsubstantive wording changes and
additions to clarify that terminating
action is achieved by attaching
propellers with P/N B-3339 bolts and P/
N A-2048-2 washers or other
equivalent FAA-approved serviceable
bolts and washers, to the engine flange,
as instructed in the compliance section
of this AD. We are issuing this AD to
preclude propeller attaching bolt
failures or improperly secured
propellers, which could lead to
separation of the propeller from the
airplane.
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DATES: This AD becomes effective May
11, 2005.

ADDRESSES: Contact Hartzell Propeller
Inc. Technical Publications Department,
One Propeller Place, Piqua, OH 45356;
telephone (937) 778-4200; fax (937)
778-4391, for the service information
referenced in this AD. You may examine
the AD docket at the FAA, New England
Region, Office of the Regional Counsel,
12 New England Executive Park,
Burlington, MA.

FOR FURTHER INFORMATION CONTACT:
Melissa T. Bradley, Aerospace Engineer,
Chicago Aircraft Certification Office,
FAA, Small Airplane Directorate, 2300
East Devon Avenue, Des Plaines, IL
60018; telephone: (847) 294—-8110; fax:
(847) 294-7834.

SUPPLEMENTARY INFORMATION: The FAA
proposed to amend 14 CFR part 39 with
a proposed airworthiness directive (AD).
The proposed AD applies to Hartzell
Propeller Inc. (formerly TRW Hartzell
Propeller) models HC-B3TN-2, HC-
B3TN-3, HC-B3TN-5, HC-B4TN-3,
HC-B4TN-5, HC-B4MN-5, and HC—
B5MP-3 turbopropellers by revising AD
83-08—01R1, Amendment 39-4633 (48
FR 17576, April 25, 1983), which is
applicable to the same turbopropellers.
We published the proposed AD in the
Federal Register on October 20, 2004
(69 FR 61611). That action proposed to
require the same actions as AD 83-08—
01R1, except that it would not be
applicable to propellers installed using
P/N B-3339 bolts and P/N A-2048-2
washers, and it would not require an
additional onetime torque-check of P/N
A—-2047 bolts. This AD results from the
need to make nonsubstantive wording
changes and additions to clarify that
terminating action is achieved by
attaching propellers with P/N B-3339
bolts and P/N A-2048-2 washers or
other equivalent FAA-approved
serviceable bolts and washers, to the
engine flange, as instructed in the
compliance section of this AD.

Comments

We provided the public the
opportunity to participate in the
development of this AD. We have
considered the one comment received.

Request To Add Parts Manufacturer
Approval (PMA) Parts

One commenter requests that we
modify the compliance section to state
that PMA equivalent parts can also be
used to attach the propeller. The
commenter states that the proposed AD
did not reference all FAA-PMA parts.

We partially agree. For clarification,
we have added references to the use of
other equivalent FAA-approved

serviceable bolts and washers, in lieu of
using only P/N B-3339 bolts and P/N
A—-2048-2 washers.

Correction of Petrolated Graphite
Military Specification Number

We have corrected the Petrolated
Graphite Military Specification number
in the compliance section from MIL-T—
5544 to MIL-T-83483.

We have carefully reviewed the
available data, including the comment
received, and determined that air safety
and the public interest require adopting
the AD with the changes described
previously. We have determined that
these changes will neither increase the
economic burden on any operator nor
increase the scope of the AD.

Costs of Compliance

There are about 17,000 Hartzell
Propeller Inc. models HC-B3TN-2, HC-
B3TN-3, HC-B3TN-5, HC-B4TN-3,
HC-B4TN-5, HC-B4MN-5, and HG—
B5MP-3 turbopropellers of the affected
design in the worldwide fleet. We
estimate that 11,900 turbopropellers
installed on airplanes of U.S. registry
would be affected by this AD. We also
estimate that all of these propellers
likely have upgraded to the P/N B—3339
bolts and P/N A-2048-2 washers, or
equivalent FAA-approved serviceable
bolts and washers, since issuance of the
original AD. The average labor rate is
$65 per work hour. Bolt and washer
replacement will require about 1.5 work
hours. Required parts will cost about
$260 per propeller. Based on these
figures, we estimate the total cost of the
AD to replace the bolts and washers for
all 11,900 turbopropellers, to be
$4,248,300.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
Section 106, describes the authority of
the FAA Administrator. Subtitle VII,
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in Subtitle VII,
Part A, Subpart III, Section 44701,
“General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
products identified in this rulemaking
action.

Regulatory Analysis

This final rule does not have
federalism implications, as defined in
Executive Order 13132, because it
would not have a substantial direct
effect on the States, on the relationship
between the national government and
the States, or on the distribution of
power and responsibilities among the
various levels of government.
Accordingly, the FAA has not consulted
with state authorities prior to
publication of this final rule.

For the reasons discussed above, I
certify that this action (1) is not a
“significant regulatory action” under
Executive Order 12866; (2) is not a
“significant rule” under the DOT
Regulatory Policies and Procedures (44
FR 11034, February 26, 1979); and (3)
will not have a significant economic
impact, positive or negative, on a
substantial number of small entities
under the criteria of the Regulatory
Flexibility Act. A final evaluation has
been prepared for this action and it is
contained in the Rules Docket. A copy
of it may be obtained by contacting the
Rules Docket at the location provided
under the caption ADDRESSES.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Safety.

Adoption of the Amendment

m Accordingly, pursuant to the authority
delegated to me by the Administrator,
the Federal Aviation Administration
amends part 39 of the Federal Aviation
Regulations (14 CFR part 39) as follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. Section 39.13 is amended by
removing Amendment 39-4633 (48 FR
17576, April 25, 1983) and by adding a
new airworthiness directive,
Amendment 39-14043, to read as
follows:

83-08-01R2 Hartzell Propeller Inc.
(formerly TRW Hartzell Propeller):
Amendment 39-14043. Docket No. 83—
ANE—-14—-AD. Revises AD 83-08—-01R1,
Amendment 39-4633

Applicability

This AD is applicable to Hartzell Propeller
Inc. (formerly TRW Hartzell Propeller)
models HC-B3TN-2, HC-B3TN-3, HC-
B3TN-5, HC-B4TN-3, HC-B4TN-5, HC-
B4MN-5, and HC-B5MP-3 turbopropellers.
The HC-B()TN-2, HC-B()TN-3, and HC-
B()MP-3 propellers are typically installed on
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Pratt & Whitney Canada Model PT6A—()
series engines. The HC-B()TN-5 and HC-
B()MN-5 series propellers are typically
installed on Honeywell International Inc.,
(formerly AlliedSignal Inc., Garrett Turbine
Engine Company, and AlResearch
Manufacturing Company of Arizona) TPE—
331—() series engines.

Note 1: This AD applies to each propeller
identified in the preceding applicability
provision, regardless of whether it has been
modified, altered, or repaired in the area
subject to the requirements of this AD. For
propellers that have been modified, altered,
or repaired so that the performance of the
requirements of this AD are affected, the
owner/operator must request approval for an
alternative method of compliance in
accordance with paragraph (c) of this AD.
The request should include an assessment of
the effect of the modification, alteration, or

repair on the unsafe condition addressed by
this AD; and, if the unsafe condition has not
been eliminated, the request should include
specific proposed actions to address it.

Compliance

Compliance with this AD is required as
indicated, unless already done.

To preclude propeller attaching bolt
failures or improperly secured propellers,
which could lead to separation of the
propeller from the airplane, do the following:

(a) Install all new propellers and
serviceable propellers, as follows, before
further flight:

(1) Install the propeller oil seal to the
engine flange after ensuring that the engine
and propeller flanges are clean.

(2) Carefully install propeller on the engine
flange ensuring that complete and true
contact is established.

(3) Apply MIL-T-83483 Petrolated
Graphite, or Hartzell Lubricant part number
(P/N) A-3338, to threads of the eight P/N B—
3339 attaching bolts (and remainder of bolt
if desired) and to flat surfaces of the eight P/
N A-2048-2 washers, or to other equivalent
FAA-approved serviceable bolts and washers.

(4) Install the eight P/N B—3339 attaching
bolts and eight P/N A—2048-2 washers, or
other equivalent FAA-approved serviceable
bolts and washers, that were prepared in
paragraph (a)(3) of this AD, through the
engine flange and into the propeller flange.

(5) Torque all attaching bolts with a torque
wrench and an appropriate adapter, to 40 ft.-
lbs., and then to 80 ft.-lbs., following
sequence “A” (shown below). Final torque
all attaching bolts using sequence “B”
(shown below) to 100 ft.-Ibs. to 105 ft.-1bs.
Safety wire all attaching bolts in an FAA-
approved manner.

®( )@ @Q@
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(6) Once the propeller is installed with P/
N B-3339 bolts and P/N A-2048-2 washers,
or other equivalent FAA-approved
serviceable bolts and washers, this AD no
longer applies.

(b) Within the next 300 hours time-in-
service after the effective date of this AD, do
the following on all applicable
turbopropellers presently installed with P/N
A—2047 attaching bolts:

(1) Check the torque, with a torque wrench
and an appropriate adapter, of all eight
propeller attaching bolts (with washers
installed). Torque should be 100 ft-1bs. to 125
ft.-1bs., with dry threads. (Caution: Do not use
any lubricant with the P/N A—-2047 bolts.
Safety wire all bolts in an FAA-approved
manner.)

(2) If the torque of any one of the bolts is
found to be less than 100 ft.-Ibs., remove all
eight bolts and washers and replace with P/
N B-3339 bolts and P/N A—2048—2 washers,
or other equivalent FAA-approved
serviceable bolts and washers, using
paragraphs (a)(1) through (a)(5) of this AD.

(3) A P/N A-2047 bolt has the letter “H”
stamped inside a triangle on the bolt. A P/
N B-3339 bolt has the P/N stamped inside
the cupped head.

(4) If the torque of each P/N A-2047 bolt
is in compliance, then at next propeller

disassembly, remove all eight bolts and
washers and replace with P/N B—3339 bolts
and P/N A—2048-2 washers, or other
equivalent FAA-approved serviceable bolts
and washers. Use paragraphs (a)(1) through
a)(5) of this AD to do the replacements.

(5) Hartzell Service Instructions No. 140A,
Revision 9, dated March 30, 2005, is the
latest service information that pertains to the
subject of this AD.

Alternative Methods of Compliance

(c) An alternative method of compliance or
adjustment of the compliance time that
provides an acceptable level of safety may be
used if approved by the Manager, Chicago
Aircraft Certification Office. Operators must
submit their requests through an appropriate
FAA Principal Maintenance Inspector, who
may add comments and then send it to the
Manager, Chicago Aircraft Certification
Office.

Note 2: Information concerning the
existence of approved alternative methods of
compliance with this airworthiness directive,
if any, may be obtained from the Chicago
Aircraft Certification Office.

©

B

Special Flight Permits

(d) Special flight permits may be issued in
accordance with §§21.197 and 21.199 of the
Federal Aviation Regulations (14 CFR 21.197
and 21.199) to operate the airplane to a
location where the requirements of this AD
can be done.

Effective Date

(e) This amendment becomes effective on
May 11, 2005.

Issued in Burlington, Massachusetts, on
March 30, 2005.
Diane Cook,
Acting Manager, Engine and Propeller
Directorate, Aircraft Certification Service.
[FR Doc. 05-6778 Filed 4-5-05; 8:45 am]

BILLING CODE 4910-13-P
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DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 97
[Docket No. 30441; Amdt. No. 3119]
Standard Instrument Approach

Procedures; Miscellaneous
Amendments

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Final rule.

SUMMARY: This amendment establishes,
amends, suspends, or revokes Standard
Instrument Approach Procedures
(SIAPs) for operations at certain
airports. These regulatory actions are
needed because of the adoption of new
or revised criteria, or because of changes
occurring in the National Airspace
System, such as the commissioning of
new navigational facilities, addition of
new obstacles, or changes in air traffic
requirements. These changes are
designed to provide safe and efficient
use of the navigable airspace and to
promote safe flight operations under
instrument flight rules at the affected
airports.

DATES: This rule is effective April 6,
2005. The compliance date for each
SIAP is specified in the amendatory
provisions.

The incorporation by reference of
certain publications listed in the
regulations is approved by the Director
of the Federal Register as of April 6,
2005.

ADDRESSES: Availability of matters
incorporated by reference in the
amendment is as follows:

For Examination—

1. FAA Rules Docket, FAA
Headquarters Building, 800
Independence Avenue, SW.,
Washington, DC 20591;

2. The FAA Regional Office of the
region in which the affected airport is
located;

3. The Flight Inspection Area Office
which originated the SIAP; or,

4. The National Archives and Records
Administration (NARA). For
information on the availability of this
material at NARA, call 202-741-6030,
or go to: http://www.archives.gov/
federal_register/
code_of_federal_regulations/
ibr_locations.html.

For Purchase—Individual SIAP
copies may be obtained from:

1. FAA Public Inquiry Center (APA-
200), FAA Headquarters Building, 800
Independence Avenue, SW.,
Washington, DC 20591; or

2. The FAA Regional Office of the
region in which the affected airport is
located.

By Subscription—Copies of all SIAPs,
mailed once every 2 weeks, are for sale
by the Superintendent of Documents,
U.S. Government Printing Office,
Washington, DC 20402.

FOR FURTHER INFORMATION CONTACT:
Donald P. Pate, Flight Procedure
Standards Branch (AMCAFS—420),
Flight Technologies and Programs
Division, Flight Standards Service,
Federal Aviation Administration, Mike
Monroney Aeronautical Center, 6500
South MacArthur Blvd. Oklahoma City,
OK 73169 (Mail Address: P.O. Box
25082 Oklahoma City, OK 73125)
telephone: (405) 954—4164.

SUPPLEMENTARY INFORMATION: This
amendment to part 97 of the Federal
Aviation Regulations (14 CFR part 97)
establishes, amends, suspends, or
revokes Standard Instrument Approach
Procedures (SIAPs). The complete
regulatory description of each SIAP is
contained in official FAA form
documents which are incorporated by
reference in this amendment under 5
U.S.C. 552(a), 1 CFR part 51, and §97.20
of the Federal Aviation Regulations
(FAR). The applicable FAA Forms are
identified as FAA Forms 8260-3, 8260—
4, and 8260-5. Materials incorporated
by reference are available for
examination or purchase as stated
above.

The large number of SIAPs, their
complex nature, and the need for a
special format make their verbatim
publication in the Federal Register
expensive and impractical. Further,
airmen do not use the regulatory text of
the SIAPs, but refer to their graphic
depiction on charts printed by
publishers of aeronautical materials.
Thus, the advantages of incorporation
by reference are realized and
publication of the complete description
of each SIAP contained in FAA form
documents is unnecessary. The
provisions of this amendment state the
affected CFR (and FAR) sections, with
the types and effective dates of the
SIAPs. This amendment also identifies
the airport, its location, the procedure
identification and the amendment
number.

The Rule

This amendment to part 97 is effective
upon publication of each separate SIAP
as contained in the transmittal. Some
SIAP amendments may have been
previously issued by the FAA in a
National Flight Data Center (NFDC)
Notice to Airmen (NOTAM) as an
emergency action of immediate flight

safety relating directly to published
aeronautical charts. The circumstances
which created the need for some SIAP
amendments may require making them
effective in less than 30 days. For the
remaining SIAPs, an effective date at
least 30 days after publication is
provided.

Further, the SIAPs contained in this
amendment are based on the criteria
contained in the U.S. Standard for
Terminal Instrument Procedures
(TERPS). In developing these SIAPs, the
TERPS criteria were applied to the
conditions existing or anticipated at the
affected airports. Because of the close
and immediate relationship between
these SIAPs and safety in air commerce,
I find that notice and public procedure
before adopting these SIAPs are
impracticable and contrary to the public
interest and, where applicable, that
good cause exists for making some
SIAPs effective in less than 30 days.

Conclusion

The FAA has determined that this
regulation only involves an established
body of technical regulations for which
frequent and routine amendments are
necessary to keep them operationally
current. It, therefore—(1) is not a
“significant regulatory action” under
Executive Order 12866; (2) is not a
“significant rule” under DOT
Regulatory Policies and Procedures (44
FR 11034; February 26, 1979); and (3)
does not warrant preparation of a
regulatory evaluation as the anticipated
impact is so minimal. For the same
reason, the FAA certifies that this
amendment will not have a significant
economic impact on a substantial
number of small entities under the
criteria of the Regulatory Flexibility Act.

List of Subjects in 14 CFR Part 97

Air Traffic Control, Airports,
Incorporation by reference, Navigation
(Air).

Issued in Washington, DC on March 25,
2005.

James J. Ballough,
Director, Flight Standards Service.

Adoption of the Amendment

m Accordingly, pursuant to the authority
delegated to me, part 97 of the Federal
Aviation Regulations (14 CFR part 97) is
amended by establishing, amending,
suspending, or revoking Standard
Instrument Approach Procedures,
effective at 0901 UTC on the dates
specified, as follows:



Federal Register/Vol. 70, No. 65/Wednesday, April 6, 2005/Rules and Regulations

17319

PART 97—STANDARD INSTRUMENT
APPROACH PROCEDURES

m 1. The authority citation for part 97
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40103, 40106,
40113, 40114, 40120, 44502, 44514, 44701,
44719, 44721-44722.

m 2. Part 97 is amended to read as
follows:

* * * Effective 12 May 2005

Sylacauga, AL, Merkel Field Sylacauga
Muni, NDB-A, Amdt 3

Sylacauga, AL, Merkel Field Sylacauga
Muni, RNAV (GPS) RWY 9, Orig

Sylacauga, AL, Merkel Field Sylacauga
Muni, RNAV (GPS) RWY 27, Orig

Dallas-Fort Worth, TX, Dallas/Fort
Worth International, VOR RWY 31L,
Ori

Lancagster, PA, Lancaster, LOC RWY 8
Orig

Lancaster, PA, Lancaster, ILS OR LOC
RWY 8, Amdt 15, CANCELLED

Newport News, VA, Newport News/
Williamsburg Intl, ILS OR LOC RWY
25, Orig

* * * Effective 07 July 2005

Savannah, GA, Savannah/Hilton Head
Intl, VOR/DME OR TACAN RWY 36,
Ori

Savalignah, GA, Savannah/Hilton Head
Intl, VOR/DME OR TACAN RWY 18,
Ori

Savar;ojnah, GA, Savannah/Hilton Head
Intl, VOR/DME-A, Orig

Pulaski, TN, Abernathy Field, VOR/
DME RWY 33, Amdt 2

Pulaski, TN, Abernathy Field, RNAV
(GPS) RWY 15, Amdt 1

Pulaski, TN, Abernathy Field, RNAV
(GPS) RWY 33, Amdt 1

[FR Doc. 05-6656 Filed 4-5—-05; 8:45 am|
BILLING CODE 4910-13-P

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Food and Drug Administration

21 CFR Parts 510 and 520

New Animal Drugs; Change of Sponsor

AGENCY: Food and Drug Administration,
HHS.

ACTION: Final rule.

SUMMARY: The Food and Drug
Administration (FDA) is amending the
animal drug regulations to reflect a
change of sponsor for a new animal drug
application (NADA) from Akzo Nobel
Surface Chemistry AB (Azko Nobel) to
Virbac AH, Inc.

DATES: This rule is effective April 6,
2005.

FOR FURTHER INFORMATION CONTACT:
David R. Newkirk, Center for Veterinary
Medicine (HFV-100), Food and Drug
Administration,7500 Standish P1.,
Rockville, MD 20855, 301-827—6967, e-
mail: david.newkirk@fda.gov.
SUPPLEMENTARY INFORMATION: Akzo
Nobel, Box 851, S—44485 Stenungsund,
Sweden, has informed FDA that it has
transferred ownership of, and all rights
and interest in, NADA 10-886 for
Purina Liquid Wormer to Virbac AH,
Inc., 3200 Meacham Blvd., Ft. Worth,
TX 76137.

Following this change of sponsorship,
Akzo Nobel is no longer the sponsor of
an approved application. Accordingly,
21 CFR 510.600(c) is being amended to
remove the entries for Akzo Nobel.

Purina Liquid Wormer (NADA 10—
886) is labeled for use in chickens,
turkeys, and swine. The drug was the
subject of a National Academy of
Sciences/National Research Council
evaluation of effectiveness under FDA’s
drug efficacy study implementation
(DESI) program (DESI 10-005V). The
findings of the evaluation were
published in the Federal Register of
February 14, 1969 (34 FR 2213). A
separate entry in part 520 (21 CFR part
520) (§520.1807) was created (64 FR
23017, April 29, 1999) to accommodate
oral piperazine products approved for
use in chickens, turkeys, and swine
consistent with DESI findings and
human food safety requirements (DESI
finalization). However to date, NADA
10-886 has not been DESI finalized.
Accordingly, § 520.1807 will not be
amended to reflect the approval of
NADA 10-886 until the current sponsor
of that NADA submits a supplemental
NADA adequate for DESI finalization.

In addition, § 520.1806 has been
found to inaccurately list Akzo Nobel as
the sponsor of an oral piperazine
product approved for use in dogs. This
error occurred during the codification of
a previous change of sponsor for NADA
10-886 (59 FR 28763, June 3, 1994).
Accordingly, the agency is amending
the regulations in § 520.1806 to remove
Akzo Nobel’s drug labeler code and to
reflect the current format.

This rule does not meet the definition
of “rule” in 5 U.S.C. 804(3)(A) because
it is a rule of “particular applicability.”
Therefore, it is not subject to the
congressional review requirements in 5
U.S.C. 801-808.

List of Subjects

21 CFR Part 510

Administrative practice and
procedure, Animal drugs, Labeling,
Reporting and recordkeeping
requirements.

21 CFR Part 520

Animal drugs.

m Therefore, under the Federal Food,
Drug and Cosmetic Act and under
authority delegated to the Commissioner
of Food and Drugs and redelegated to the
Center for Veterinary Medicine, 21 CFR
parts 510 and 520 are amended as
follows:

PART 510—NEW ANIMAL DRUGS

m 1. The authority citation for 21 CFR
part 510 continues to read as follows:

Authority: 21 U.S.C. 321, 331, 351, 352,
353, 360Db, 371, 379e.

§510.600 [Amended]

m 2. Section 510.600 is amended in the
table in paragraph (c)(1) by removing the
entry for “Akzo Nobel Surface Chemistry
AB” and in the table in paragraph (c)(2)
by removing the entry for “063765".

PART 520—ORAL DOSAGE FORM
NEW ANIMAL DRUGS

m 3. The authority citation for 21 CFR
part 520 continues to read as follows:

Authority: 21 U.S.C. 360b.

m 4. Section 520.1806 is revised to read
as follows:

§520.1806 Piperazine suspension.

(a) Specifications. Each milliliter of
suspension contains piperazine
monohydrochloride equivalent to 33.5
milligrams (mg) piperazine base.

(b) Sponsor. See No. 017135 in
§510.600(c) of this chapter.

(c) Special considerations. See
§500.25(c) of this chapter.

(d) Conditions of use in dogs—(1)
Indications for use. For the removal of
roundworms (Toxocara canisand
Toxascaris leonina).

(2) Dosage. Administer 20 to 30 mg
piperazine base per pound body weight
as a single dose.

(3) Limitations. Administer by mixing
into the animal’s ration to be consumed
at one feeding. For animals in heavily
contaminated areas, reworm at monthly
intervals. Not for use in unweaned pups
or animals less than 3 weeks of age.

Dated: December 10, 2004.
Steven D. Vaughn,

Director, Office of New Animal Drug
Evaluation, Center for Veterinary Medicine.

[FR Doc. 05-6721 Filed 4-5-05; 8:45 am]
BILLING CODE 4160-01-S
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LIBRARY OF CONGRESS
Copyright Office

37 CFR Part 258
[Docket No. 2004-9 CARP SRA]

Rate Adjustment for the Satellite
Carrier Compulsory License

AGENCY: Copyright Office, Library of
Congress.

ACTION: Final rule.

SUMMARY: The Copyright Office of the
Library of Congress is publishing the
royalty rates for analog television
broadcast stations retransmitted by
satellite carriers under the section 119
statutory license.

DATES: January 1, 2005.

FOR FURTHER INFORMATION CONTACT:
David O. Carson, General Counsel, or
Tanya Sandros, Associate General
Counsel, Copyright Arbitration Royalty
Panel (CARP), P.O. Box 70977,
Southwest Station, Washington, DC
20024. Telephone: (202) 707-8380.
Telefax: (202) 252—3423.

SUPPLEMENTARY INFORMATION: On
December 8, 2004, the President signed
the Satellite Home Viewer Extension
and Reauthorization Act (“SHVERA”), a
part of the Consolidated Appropriations
Act of 2005. Pub.L. 108—447, 118 Stat.
3394. SHVERA extends for an
additional five years the statutory
license for satellite carriers
retransmitting over—the—air television
broadcast stations to their subscribers,
17 U.S.C. 119, as well as making a
number of amendments to the license.
One of the amendments to section 119
sets forth a process for adjusting the
royalty fees paid by satellite carriers for
retransmitting analog television network
and superstations. 17 U.S.C. 119(c)(1).
The law directs the Librarian of
Congress to publish notice in the
Federal Register requesting satellite
carriers, distributors and copyright
owners to submit to the Copyright
Office any voluntary agreements they
have negotiated as to the adjustment of
the rates for analog stations. The Library
published such a notice on December
30, 2004, and, pursuant to the statute,
requested that any agreements be
submitted no later than January 10,
2005. 69 FR 78482 (December 30, 2004).
The Office has received one
agreement, submitted jointly by the
satellite carriers DirecTV, Inc. and
EchoStar Satellite L.L.C., the copyright
owners of motion pictures and
syndicated television series represented
by the Motion Picture Association of
America, and the copyright owners of

sports programming represented by the
Office of the Commissioner of Baseball.
Section 119(c)(1)(D)(ii)(II) requires the
Library to “provide public notice of the
royalty fees from the voluntary
agreement and afford parties an
opportunity to state that they object to
those fees.” 17 U.S.C. 119(c)(1)(D)(ii)(II).
The Library published a Notice of
Proposed Rulemaking on January 26,
2005, to fulfill this requirement. 70 FR
3656 (January 26, 2005). No objections
were received. Consequently, the
Library is adopting the voluntary
agreement as final.

List of Subjects in 37 CFR Part 258
Copyright, Satellite, Television.

Final Regulation

m For the reasons set forth above, the
Copyright Office amends 37 CFR chapter
II as follows:

PART 258—ADJUSTMENT OF
ROYALTY FEE FOR SECONDARY
TRANSMISSIONS BY SATELLITE
CARRIERS

m 1. The authority citation for part 258 is
amended to read as follows:

Authority: 17 U.S.C. 119, 702, 802.

m 2. Section 258.2 is revised to read as
follows:

§258.2 Definitions.

(a) Commercial establishment. The
term ‘“‘commercial establishment”
means an establishment used for
commercial purposes, such as bars,
restaurants, private offices, fitness clubs,
oil rigs, retail stores, banks and financial
institutions, supermarkets, auto and
boat dealerships, and other
establishments with common business
areas; provided that the term
“‘commercial establishment’” shall not
include a multi—unit permanent or
temporary dwelling where private home
viewing occurs, such as hotels,
dormitories, hospitals, apartments,
condominiums and prisons, all of which
shall be subject to the rates applicable
to private home viewing.

(b) Syndex—proof signal. A satellite
retransmission of a broadcast signal
shall be deemed “‘syndex proof” for
purposes of § 258.3(b) if, during any
semi—annual reporting period, the
retransmission does not include any
program which, if delivered by any
cable system in the United States,
would be subject to the syndicated
exclusivity rules of the Federal
Communications Commission.

(c) Per subscriber per month. The
term “‘per subscriber per month’”’ means
each subscriber subscribing to the
station in question, or to a package

including such station, on the last day
of a given month.

m 3. Section 258.3 is amended by adding
new paragraphs (d) through (h) to read as
follows:

§258.3 Royalty fee for secondary
transmission of broadcast stations by
satellite carriers.

* * * * *

(d) Commencing January 1, 2005, the
royalty rate for secondary transmission
of broadcast stations by satellite carriers
shall be as follows:

(1) For private home viewing—

(i) 20 cents per subscriber per month
for distant superstations.

(ii) 17 cents per subscriber per month
for distant network stations.

(2) For viewing in commercial
establishments, 40 cents per subscriber
per month for distant superstations.

(e) Commencing January 1, 2006, the
royalty rate for secondary transmission
of broadcast stations by satellite carriers
shall be as follows:

(1) For private home viewing—

(i) 21.5 cents per subscriber per
month for distant superstations.

(ii) 20 cents per subscriber per month
for distant network stations.

(2) For viewing in commercial
establishments, 43 cents per subscriber
per month for distant superstations.

(f) Commencing January 1, 2007, the
royalty rate for secondary transmission
of broadcast stations by satellite carriers
shall be as follows:

(1) For private home viewing—

(i) 23 cents per subscriber per month
for distant superstations.

(ii) 23 cents per subscriber per month
for distant network stations.

(2) For viewing in commercial
establishments, 46 cents per subscriber
per month for distant superstations.

(g) Commencing January 1, 2008, the
royalty rate for secondary transmission
of broadcast stations by satellite carriers
shall be as follows:

(1) For private home viewing—

(i) The 2007 rate per subscriber per
month for distant superstations adjusted
for the amount of inflation as measured
by the change in the Consumer Price
Index for all Urban Consumers from
January 2007 to January 2008.

(ii) The 2007 rate per subscriber per
month for distant network stations
adjusted for the amount of inflation as
measured by the change in the
Consumer Price Index for all Urban
Consumers from January 2007 to
January 2008.

(2) For viewing in commercial
establishments, the 2007 rate per
subscriber per month for viewing
distant superstations in commercial
establishments adjusted for the amount



Federal Register/Vol. 70, No. 65/Wednesday, April 6, 2005/Rules and Regulations

17321

of inflation as measured by the change
in the Consumer Price Index for all
Urban Consumers from January 2007 to
January 2008.

(h) Commencing January 1, 2009, the
royalty rate for secondary transmission
of broadcast stations by satellite carriers
shall be as follows:

(1) For private home viewing—

(i) The 2008 rate per subscriber per
month for distant superstations adjusted
for the amount of inflation as measured
by the change in the Consumer Price
Index for all Urban Consumers from
January 2008 to January 2009.

(ii) The 2008 rate per subscriber per
month for distant network stations
adjusted for the amount of inflation as
measured by the change in the
Consumer Price Index for all Urban
Consumers from January 2008 to
January 2009.

(2) For viewing in commercial
establishments, the 2008 rate per
subscriber per month for viewing
distant superstations in commercial
establishments adjusted for the amount
of inflation as measured by the change
in the Consumer Price Index for all
Urban Consumers from January 2008 to
January 2009.

Dated: March 25, 2005
Marybeth Peters,
Register of Copyrights.
Approved by:
James H. Billington,
The Librarian of Congress.
[FR Doc. 05-6840 Filed 4-5—-05; 8:45 am]
BILLING CODE 1410-33-S

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 52
[R06-OAR-2005-TX—-0020; FRL-7895-9]
Approval and Promulgation of Air
Quality Implementation Plans; Texas;

Low-Emission Diesel Fuel Compliance
Date

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Final approval.

SUMMARY: The EPA is granting final
approval to a revision to the Texas Low
Emission Diesel (TXLED) fuel program
State Implementation Plan (SIP) that
applies in 110 counties in the eastern
and central parts of Texas. Under
section 553(d)(1) of the Administrative
Procedure Act, EPA is making this
action effective upon publication
because it relieves a restriction.

DATES: This rule is effective April 6,
2005.

ADDRESSES: EPA has established a
docket for this action under Regional
Material in EDocket (RME) Docket ID
No. R06-OAR-2005-TX-0020. All
documents in the docket are listed in
the Regional Material in EDocket (RME)
index at http://docket.epa.gov/rmepub/,
once in the system, select “quick
search,” then key in the appropriate
RME Docket identification number.
Although listed in the index, some
information is not publicly available,
i.e., CBI or other information whose
disclosure is restricted by statute.
Certain other material, such as
copyrighted material, is not placed on
the Internet and will be publicly
available only in hard copy form.
Publicly available docket materials are
available either electronically in RME or
in hard copy at the Air Planning Section
(6PD-L), Environmental Protection
Agency, 1445 Ross Avenue, Suite 700,
Dallas, Texas 75202—-2733. The file will
be made available by appointment for
public inspection in the Region 6 FOIA
Review Room between the hours of 8:30
a.m. and 4:30 p.m. weekdays except for
legal holidays. Contact the person listed
in the FOR FURTHER INFORMATION
CONTACT paragraph below or Mr. Bill
Deese at (214) 665—7253 to make an
appointment. If possible, please make
the appointment at least two working
days in advance of your visit. There will
be a 15 cent per page fee for making
photocopies of documents. On the day
of the visit, please check in at the EPA
Region 6 reception area at 1445 Ross
Avenue, Suite 700, Dallas, Texas.

The State submittal is also available
for public inspection at the State Air
Agency listed below during official
business hours by appointment: Texas
Commission o